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"The Registrant (i) has filed all reports required to be filed 
DYSSeCCELOMN  lonOGehbiG) of thessecurities Exchange Act of 1934 
auring the preceding 12 months, and (ii) has been subject to 
SUCIUstL ling jrequirements for sone past 90 days. 


Yes. xX No gi 


The number of shares outstanding of the Registrant's common 
stock as of December 31, 1978 was 13,415,738. 


None of the above executive officers of the Registrant are related. 
All of the above officers hold office at the pleasure of the Board 
of Directors of the Registrant. 


Mr. A.A. Franck has been Chairman of the Board since April 26, 
1976, prior to which he was Chairman of the Board and Chief 
Executive Officer of the Registrant, which office he held from 
April 30 , ..-lLO973.9 FromJdanuarys 10 41964) to, Aprils30, 197 3 jeer 
Franck was President of the Registrant. Mr. Charles de Bar 

has been Deputy-Chairman of the Board since April 30, 1973, prior 
to which he was Executive Vice-President, which office he neld 
from February 23;,-41966. Mr. AsA. MacNaughton has been» Vice 
Chairman and Chief Executive Officer since April 26, 1976, 
prior to which he was President of the Registrant, which office 
he held from) Apri ly304) 1973.08 Frome JuneeL/ 7419 70s tosApirills 30, 
1973, Mr. MacNaughton was Executive Vice-President. Mr. R.J. 
Turner has been President and Chief Executive Officer since 
April 26, 1976, prior to which he was President of Genstar 
Western Limited, which office he held from January 1973. From 
July 1971 to January 1973 Mr. Turner was President. and Chief 
Operating Officer of Seaspan International Ltd., a subsidiary 
of the Registrant. 


Mr. W.S. Bannister has been Executive Vice-President since 
November 17, 1976, prior to which he was President and Chief 
Executive Officer of Inland Cement Industries Ltd., a aivision 
of the Registrant, which office he held from November 1973. 

From June 1973 to November 1973, Mr. Bannister was Vice-President, 
Operations - International Group of Lone Star Industries Inc., a 
INajyor cement manufacturer in the United States, prior to whicn 
he was President and General Manager of Argentine Portland 
Cement Company of Buenos Aires, Argentina from January 1971 to 
June 1973. Mr. Bannister is responsible for the Registrant's 
land and housing operations. Mr. J.L. Holman has been Executive 
Vice-President since November 17, 1976, prior to wnich he was 
Vice-President of BACM Industries Ltd., a subsidiary of the 
Registrant, and General Manager of the Registrant's western 
building materials operations which offices he held frona 
December 1972. Mr. Holman is responsible for the Registrant's 
construction and concrete products operations. Mr. B.T. Johnson 
has been Executive Vice-President of the Registrant since 
November 17, 1976, prior to whicn he was President and Chief 
Executive Officer of Genstar Chemical Limited which office he 
heid fromeDecemberg] 969.5 MresJohnson.is responsibiley for jwne 
Registrant's manufacturing operations. Mr. N.A. Liberatore was 
appointed an Executive Vice-President of the Registrant on 
September 26, 1977. Prior to his appointment, he was a Senior 
vice President and Director of Ebasco Services Incorporated, a 
major engineering and construction organization based in New 
York) which office hejhelds Grom October 1974. During the period 
November 1965 to October 1974, he was a Senior Vice President 
and President, International Group, of Lone Star Industries, 


Inc. Mr, uiberatore is responsible for the Registrant's domestic 
and international marine activities as well as all non-marine 
international Operating activities outsides of Canada andstne 
United States. 


Mr. G.F. Micnais was appointed a Senior Vice-President of the 
Regustrant onyApril. 26,,1976, prior to whieh he was Vice-Presi-— 
dent which votrice hesheld) from February 20, 1974. From April 
1968. couFebruary L974) Mr. Michalsswas an officer ot Dominion 
Textiles Limited, a major Canadian manufacturer of textiles. 

In Vecember 1970 he was appointed Vice-President, Subsidiary 
companies, reporting to tne Chairman and in March 1971, Executive 
Vice=President of- aimajor, division, Of Dominion’ Textiles until, he 
JOlnecdecheskCgicE rane ire Michalce isthe chich financial 
officer of the Registrant and his responsibilities include tne 
Eueasurys aldgaccOuntimgerunctionssort the, Registrant... Mr.ebeA. 
Monkman has been a Senior Vice-President since April 26, 1976, 
prior to which he was Senior Vice-President of BACM Industries 
Limited, a subsidiary of the Registrant, which office he held from 
February 1968. Mr. Monkman is responsibie for investigation of the 
technical aspects of new opportunities and co-ordinating tech- 
nical reviews between the Registrant's operations and the capital 
expenditure program. 


Mr. R.D. Paterson was appointed Vice-President and Comptroller of 
the Registrant on November 22, 1978, prior to which time he was 
Comp erowulersprom Octobere i, 19/5... iFPromeMay113),° 19/1" topseptember 
26, 1973, Mr. Paterson was Vice-President of Indussa Corporation, 
a suoSidiary of the Registrant. Ur. G.W. Rutledge has been a 
Vice-President since December 9, 1970, and Vice-President and 
Treasurer of the Registrant from September 26, 1970 to September 
18, 1974. Mr. Rutledge is responsible for corporate development 
activities of the Registrant. Mr. A.J. Unswortn was appointed 
Secretary as well as Vice-President and General Counsel of the 
Registrant on August 21, 1978 prior to which he was Vice-President 
and) General Counsel from April, 26, 1976. From January 17,-1973 
to April 26, 1976 he was General Counsel prior to which he was 
Secretary of the Registrant. Mr. L.E. Whitworth was appointed 

a Vice-President of the Registrant on December 12, 1973, with 
responsibilities for personnel, insurance and pension matters. 
Prior to his appointment, Mr. Whitworth was Hlanager - Planning 
and Development which position he held since January 1971. 


Mr. H.W. McAdams was appointed Treasurer of the Registrant on 
september 18, 1974, prior to which he was Vice-President (Finance 
& Administration) of B.A.C.M. Development Corporation Limited, a 
subsidiary of the Registrant.’ ‘Prior tovthnis office, he was 
employed by Ernst & Ernst, Chartered Accountants, until 1972 
when he joined B.A.C.M. 


For information regarding developments in the last fiscal year, 
reference is made to the Registrant's reports on Form 10-Q filed 
with the Securities and Exchange Commission for three months 
ended March 31, 1975) Junes30 ,.l9 7c Sepeenmber 3:0 710109 Tice 
Commission File No. 1-6063 and Form 8-K filed on September 13, 
1978, Commission File No. 1-6063. 


Building Materials 


The Registrant produces a wide variety of building materials and 
supplies, including pre-cast and pre-stressed structural and 
architectural concrete products (which are erected by tne 
Registrant), concrete pipes ranging from six inches to 114 inches 
in diameter, concrete blocks, concrete railway ties, ready-mix 
concrete and masonry supplies. These operations have been 
carried on in both Eastern and Western Canada; however, the 
Registrant has recently announced tne sale of the building 
material operations of its Montreal-based subsidiary, Miron 
Company Ltd. As a consequence, the Registrant will not be 
involved as a producer of building materials and supplies in 
kastern Canada upon the conclusion of the sale whicn is expected 
shortly. Reference is made to the 10-Q filed by the Registrant 
with the Securities and Exchange Commission on Novermber 15, 
1978, Commission File No. i1-6063. 


he Registrant also manufactures gypsum wallboard, sold under tne 
trade name "Truroc" at three plants in Saskatchewan, Alberta ana 
British Columbia: 


In addition, the Registrant produces sand, gravel and classified 
aggregates, substantially froin its own pits and quarries, for use 
in its manufacturing and construction activities, and.for sale 

to others. 


In British Columbia, the Registrant operates five tugs and 15 
barges which are used for transporting its cement, sand, gravel 
and aggregates used in its manufacturing activity and also for 
sale to others. The Registrant's mineral resources are believed 
to be sufficient for its requirements, at recent levels of 
consumption, for approximately 15 years. Tne Registrant's 
customers include the federal, provincial and municipal govern- 
ments, many commercial, institutional and residential construction 
firms and the general public. During the year ended Decemver 31, 
1978, approximately 6 percent of the production of the Registrant's 
Western Canada building materials operations was used within the 
Registrant's other operations and the balance was sold to others 
primarily in the centres of Winnipeg, Calgary, Edmonton, Regina, 
Saskatoon and Vancouver. The Registrant believes it is a signi- 
ficant supplier of concrete products in Manitoba, Saskatchewan, 
ALberra and British Columbia. In 1973, approximately 95 percenc 


of the Registrant's cement requirements were supplied by its 
cement division. See "Cement". 


The Alberta economy continued very strong in 1978 particularly 
in the Calgary area. However, net income was affected by 
increased competition. The Saskatchewan economy showed signs 
of strengthening, however, a four-month strike in some con- 
struction trades was harmful. Some construction trades were 
also on strike in the province of Manitoba over a period of 
approximately five months and generally operations in that 
province remained weak. Operations in British Columbia were 
mixed as the economy aid not show any appreciable sign of 
recovery and competition continued very strong. 


AseatyaDecember 31, .197 3 paithese operationss had wanbackiog_ ofvmirm 
orders for concrete products and inmateriais and pre-cast concrete 
contracts amounting to $37.5 million compared with 414,235,000 
at the same date in 1977. It is estimated that approximately 
$36 million of this backlog will be filled during 1979. 


Cement 


The Registrant is the third largest manufacturer of cement in 
Canada, marketing normal portland, high early strength, sulphate 
resistant, oilwell and masonry cements to meet the requirements 
of special projects. 


The Registrant has recently announced the sale of the cement 
production operations of its Montreal-based subsidiary, Miron 
Company Ltd. Upon conclusion of the sale which is expected 
shortly, the Registrant will not be a inanufacturer of cement in 
Eastern Canada. Reference is made to the 10-yY filed by the 
Registrant with the Securities and Exchange Commission on 
November 15, 1978, Commission File No. 1-6063. The following 
discussion relates solely to the ongoing western Canadian cement 
operations of the Registrant. 


In 1978 the Registrant utilized approximately 26 percent of its 
western cement production in its own building materials and 
construction operations. The balance of the Registrant's 1978 
western cement sales were made to over 2,600 customers, in- 
Cludingpeloducersncrsready=mixaconcrete, concrete Droduccs 
manufacturers, Ooilwell cement firms, construction contractors 
and governments. 


The location, annual capacity, number of kilns, percentage of 
Gapacity Utilizedyand siterarcas ole the Registrantos Western 
Canada cement plants are as follows: 


Annual Hercenvage Uri Zed Site 


Capacity No, of Area 
Location (Tons) Kilns 1276 Ove, 1978 In Acres 
Edmonton, Alta: DTD 00 8 OL LOS 05 443 
Regina, Sask. 22, 300 ib 96 82 98 309 
Winnipeg, Man. 307700 6 1 73 83 OF, 248 
Bamberton’,. b.C. 570,000 i) 99 95 93 140 
Vancouver, —.C. rod ONO L IO /(ON0) ae = - 14 67 

2roco OU 9 95 96 65 Palsy 207 


The above-rated capacity figures are after making allowance for 
normal downtime maintenance. Currently, the Registrant's cement 
plante,, “scCeot tlemnew Vancouver.) Halli, moO pebave=d sc dvac Mayme “cope 
during periods of major maintenance which normally take place 
during the low demand winter months. The 65 year-old Bamberton 
planta Ss berg epnascdsOUrralumis SChledtccdm rome Lose cerUlisint Gmina) s 
All of the other plants which are owned by the Registrant are 

well maintained and are in good operating condition. 


The Registrant has constructed a new cement plant near Vancouver 
at a cost of $100 million which will, when the start-up and break 
in period is over, replace the Registrant's facilities at Bamber- 
ton. “The new plant, which was "completed in £9737 Nas "an tannual 
capacity of 1,100,000 tons. The Registrant has entered into 
long-term supply contracts for the sale of cement and clinker 
representing 40 percent of capacity up to 1983 and declining 
percentages of capacity thereafter through to 1988. The balance 
of productron will bessold™primarily in*theverrteishVColumbia 
ilanket: 


In addition, in February 1978, the Registrant announced the third 
phase of expansion of the Edmonton plant. This expansion will 
increase the capacity ot "“the=plant by 79/7 /500VGons#o£weclinkerk 
Thertotal cost of the’ expansion will bere /7S*mitiion!s “Totdatey 
$28.7 million has been spent on the overall expansion. 


The principal raw materials in cement manufacture are limestone, 
clay and gypsum. The Registrant owns and operates limestone 
quarries in Manitoba, Alberta and British Columbia which supply 
the requirements of the Regina, Edmonton and Bamberton plants. 

The limestone requirements for its Winnipeg plant are presently 
purchased; however, the Registrant holds long-term leases on 
limestone deposits in Manitoba to meet future requirements of 

this plant. The limestone for the Vancouver plant is being 
purchased and ytne Kegustrant as entercumi na totarlrvye-Vear Con redes 
for this purpose. The Registrant owns high grade and extensive 
limestone deposits on Texada Island, British Columbia, to meet 
future requirements. Limestone is hauled by rail from the quarries 
which supply the Winnipeg, Edmonton and Regina plants; however, 


company trucks are used to haul the limestone for tne Bamberton 
plane due* to? thes proximitysof “therquanrynrtoy ther plantiae Glayr«tor 
the Registrant's operations at Edmonton, Regina and Winnipeg is, 
in each case, supplied from lands owned by the Registrant at the 
site of each plant. At the Registrant's Bamberton plant shale 
is supplied from a quarry owned by the Registrant. Secondary 
raw materials for the new Vancouver plant are partially purchased 
and partially supplied from the Registrant's own quarry near 
Bamberton. Considering both company-owned or leased raw 
material reserves and purchase opportunities availabie on the 
open market, limestone, clay and shale are in sufficient supply 
to satisfy production requirements, assuming operation at the 
expanded capacity, for more than 20 years. The limestone 
deposits for tne Bamberton plant are expected to be depleted at 
the end of 1980 when the plant is expected to be closed. ‘he 
Registrant's gypsum requirements, obtained from outside sources 
of supply, are available at competitive prices. 


The Registrant intends to retain ownership of its coal properties 
near Edmonton even though its plans to operate the coal mine as 

a primary fuel source for the cement plants have been indefinitely 
postponed. Until such time as the Edmonton expansion is fully 
operational and our personnel familiar witn the new technology, 
the Registrant does not plan to convert to coal from natural 

gas. 


Earnings for 1978 were less than previous years as a result of 
financing and start-up costs associated with the new plant in 
Vancouver more than offsetting sales volume gains. Increases 

in unit revenues were enough to cover higher manufacturing costs 
and the cost of purchasing and moving cement to meet the demand 
in the Alberta market. 


Land Development and Housing 
Canada 


The Registrant is engaged in land development activities in 
Canada, principally in British Columbia, Alberta, Manitoba, 
Saskatchewan and Ontario. Tracts of raw land are assembled and 
developed by installing sewers, water mains, streets, sidewalks 
AnGVOLIeC GM IMpDrOVeENechts pencUurrentuly about SU percent jor tne 
improved sland 1S sold tomocher buriders @and the balance 1s used 
in the Registrant's home=burlding operations. 


As of December 31, 1978, the Registrant had a land inventory of 
i O00sdcres tue Catlada pancluding | iie "“sexviced' Land requinemencs 
for approximately 2,071 single and semi-detached housing units 
anidaincluding, L6,4 1. saeres available for sfuture development of 
single-family, multi-family and commercial projects. In addi- 
tion, the Registrant had approximately 1,800 acres under option. 


The Registrant entered into a joint venture agreement with ATCO 
Industries and several minority interests whereby approximately 
13,000 acres of land in Alberta were transferred to the partner- 
snip, creating a further year-end inventory of 12,200 acres over 
which the Registrant provides management services, 


The Registrant builds and sells homes under the names "Engineered 
Homes", "Keith Homes" and "Standard Homes" in several urban 
centres the principal ones being Calgary, Edmonton, Vancouver, 
Winnipeg and Saskatoon. Major divisional offices and staff are 
maintained at these cities and branch offices are located in 
several smaller centres, for a total of 12 sales offices in 
Canada. Homes constructed may be single family, duplexes or 
townhouse units; they are constructed in a variety of styles and 
plans and sell in a wide price range to meet the various require- 
ments of the home-buying public. During 1978 the Registrant sold 
2,163 new homes in Canada compared to 2,267 in 1977. At year- 
end, housing inventories included 900 units in various stages 

of completion compared to 1,570 units at year-end in 1977. of 
these inventories, 340 units in 1978, as compared to 490 units 

in 1977, were being built against commitments to purchase. The 
Registrant also contracts to erect single and multiple family 
dwellings in newly developing and often isolated areas of northern 
Canada. 


A substantial part of the Registrant's residential dwellings are 
constructed using pre-assembled sections and component packages 
designed and manufactured by the Registrant in Calgary, Alberta. 
The major part of the plant's production is used by the Regis- 
trant, and the balance is sold as factory packages to builders 
in rural areas of Western and Northwestern Canada who erect and 
market the Registrant's product. Not included in total sales 

in 1978 were 371 package home sales to other builders compared 
With) 440Gin LOT7s 


The Registrant operates a factory in Calgary which manufactures 
kitchen cabinets sold to other builders and suppliers and used in 
the Registrant's own operations. In Calgary the Registrant has 
plumbing, electrical, landscaping and millwork operations which 
support the home construction there, as weil as providing services 
and products eto ches public. 


The Registrant is also engaged in commercial property development 
and is presently developing a iarge shopping centre and redeveloping 
inner city property in Ontario. 


In 1978, sales of single family dwellings in Western Canada con- 
tinued to be strong in Alberta, were down slightly in Manitoba 
and British Columbia, and up marginally in Saskatchewan. 


United States 


The Registrant is engaged in land development and house building 
activities in theUnited). States) principally in Calaforniay 
Texas, Florida and Washington. As in the Registrant's Canauian 
operations, tracts of raw land are assembled and developed by 
installing sewers, water mains, streets, sidewalks and other 
improvements. 


The Registrant develops land under the names "Genstar Southern 
bevelopment Company" in Florida, "Penasquitos Properties" in San 
Diego and "Genstar Development Inc." in Washington state. As of 
December 31, 1978, the Registrant had a land inventory in the 
United States of 12,600 acres, including the serviced land 
requirements for approximately 2,035 single and semi-detached 
housing units and including 12,100 acres available for multi- 
family, future development of single-family and commercial 
projects, and approximately 3,150 acres under option. 


In Florida the Registrant is developing 1,100 acres known as 

"The Hammocks" in Dade County, located near Miami. This serviced 
land will be capable of providing for 38,000 residential units, 

a 40-acre commercial site and 100 acres of industrial land. 


Dunbing, VO/erall Land holdings*of*Penasquitos;, Incts a’ Nand 
development operation which had approximately 8,5UV0 acres of 
land in various stages of development in San Diego, were 
purchased from that company for $93 million. The development 
plan will be to develop land to the tract map stage and sell to 
other developers who will install services. Cascade Park in 
Vancouver, Washington, 2,400 acres of residential and industrial 
development land, was also acquired outright or optioned during 
the year. 


The Registrant's New Jersey land was sold during 1978 and 
included approximately’ 2 ,/100,acresso£f) residential, *conmercial 
and industrial land in New Jersey, Pennsylvania and New York. 


The Registrant develops land and builds and sells homes under 
the names "Broadmoor Homes" in California and "Genstar Homes of 
Texas, Ine." in Houston, —Texasi= Broadmoor HoneseineCalatornia 
isthe Registrants oldest,house bumidéer anesthe Unicvedestates’ 
It was acquired by the Registrant in 1973 and has been in 
operation since 1961. Through Broadmoor Homes, the Registrant 
entered the area of condominium conversion in 1978, although no 
sales have been registered to date. The Registrant's Texas 
house building and sale operations commenced during 1977 and 
land development’ activities* commenced during 2978 ;> at’ year-end, 
762 acres of raw land were in inventory. 


During 1978 in the United States, the Registrant sold 945 homes, 
approximately the same number as in 1977. At year-end, housing 
inventory was 177 completed units and 560 units under con- 
struction, compared to 64 and 232, respectively, in 1977. 


The Registrant is also engaged in the development and sale of 
shopping centres and industrials properties inyCalifornia and 
other western states which range in size from five to 80 acres 
and in value from $2 million to $20 million. These properties 
are normally developed under arrangements where commitments from 
major tenants are obtained prior to purchase of the land and 
commencement of construction. At year-end 1978, there were 15 
shopping centres and industrial properties under development in 
California and in Nevada. 


The Registrant also participates in joint venture investments 
involving the development of residential properties principally 
in California. For further information see "Financial Services". 


Construction 


The Registrant's construction business includes site preparation 
and construction of hydro-electric power installations, air- 
ports, bridges, dams, highways, reservoirs, pumping stations, 
heavy industrial structures, concrete and asphalt pavements, 
highways, sewer and water installations. Heavy construction 
business is competitively bid or negotiated on a cost plus or 
fixed fee basis and is performed for federal, provincial and 
local authorities, as’ well: as for the private sector... The 
majority of the Registrant's construction contracts are of the 
lump sum or unit price types. The Registrant's construction 

work is normally done with its own personnel and equipment. ‘The 
construction operations are conducted principally in Canada and 
the United States. The Registrant is a major construction enter- 
prise based in the "Prairie Provinces" and Quebec. The Montreal- 
based construction operations will be discontinued as reinmaining 
contracts are completed in 1979. 


In Western Canada, joint venture contracts for Manitoba Hydro's 
Nelson River Development continued in 1978. Two contracts 
totalling $42 million were completed in 1978. In 1978, com- 
pletion of the new cement plant near Vancouver and expansion of 
the Edmonton plant for the Registrant's cement division were 
other major areas of activity. 


In Quebec, the Registrant's inajor projects, through a sub- 
Sidiary, included dams, autoroutes and bridges. It also has a 
one-third portion of av$l55)middlionegioint, ventures contract. which 
was awarded during 1977 for work on Quebec Hydro's James Bay 
project. The wcontract is fom the construcelon Of a maior soaren 


and rock fill dam which will be completed in 1981 and at year- 
end is 19 percent complete. 


In the United States, the Registrant's major projects included 
the construction of a breakwater and tne excavation and lining 
of tunnels. Both projects are located in the Northwestern 
United States and will be completed in 1979. 


AS sateDecembernms l, 1978, the Registrants construction operations 
had a backlog of firm orders amounting to $93 million compared 

to $148 million at the same date in 1977. It is contemplated 
that approximately 67 percent of this backlog of orders will be 
completed during 1979. ‘Certain projects require anore than ,one 
vyearmLor completion. 


Marine 


The Registrant's Canadian marine operations are primarily on the 
West Coast; however in Eastern Canada it provides ship docking 
services in the Port of Montreal and engages in marine towing, 
salvage and oil pollution control on the St. Lawrence River and 
the Great Lakes. 


The Registrant's West Coast marine activities consist of the 
operation of a fleet of 55 tugs and 259 barges. The Registrant 
is engaged in the transportation of logs, wood chips, pulp and 
paper, lumber, salt, lime rock, petroleum and cnemical products, 
materials for the construction industry, ship docking, operation 
of rail car barges and terminals between major railroads in 
British Columbia and the Northwestern United States, the 
operation of pusher tugs on the Great Lakes and inarine salvage 
operations in the Pacific Ocean. 


The Registrant also owns and operates a shipyard in North 
Vancouver. In addition to ship repairs, overnauls and conver- 
sions, the yard is capable of building vessels 500 feet in 
tfength and’ LOO feet injwidth, marine drilling rigs, jsupply.and 
cargo vessels, tugs, ferries and barges. Facilities include 
level shipbuilding berth and side launchway enabling the con- 
struction of two vessels simultaneously. The continued de- 
pressed condition of the shipbuilding industry throughout tne 
world has resulted in increased competition for the repair work 
available. The Registrant substantially increased its revenues 
from the operation of its shipyard in 1978, and this was mainly 
due to federal and provincial government contracts, which 
accounted for more than 50 percent of both repairs and new 
construction. 


The Registrant is also a partner in a joint venture known as 
Union Towing & Transportation Limited. This company was 


established in 1974 and provides tug and barge services to oil 
drilling and pipe-laying operations in the North’ Sea. “in tne 
move to cut back its international marine operations, the joint 
venture known as Global Transport Organisation (GTO) in which 
the Registrant was a one-third participant has been dissolved 
and as a result the Registrant sold its one-third interest in 
the Euro-Arab Sea Trailer Line S.A. transportation service 
between France and Saudi Arabia and also its one-third interest 
in Arctic Transportation Ltd. Both of these sales were effected 
in’ theVfirst quarter of 1979. 


The operations of the Registrant are heavily dependent upon the 
Canadian West Coast forest industry as some two-thirds of its 
revenues are generated by the transportation of its products) and 
the servicing of its operations. The increased demand for news- 
print, pulp and paper on the world market has had a favourable 
influence on this segment of the Registrant's operations, and 
has resulted in increased revenues for 1978. 


Investments 


The Flintkote Company 


During 1978 the Registrant acquired a 21.5 percent interest in 
The Flintkote Company of Stamford, Connecticut, making the 
Registrant tne largest single shareholder. Flintkote is a 
producer of cement, building materials, and floor coverings with 
operations in the United States and Canada. Fiintkote has 
commenced legal proceedings against the Registrant which pro- 
ceedings are more fully described under "Item 5 - Legal Pro- 
ceedings". 


Chemical Division 


The Registrant manufactures chemicals, fertilizer materials 
and mixed fertilizers for distribution primarily in the prov- 
inces of Ontario, Quebec, New Brunswick, Prince Edward Island, 
Nova Scotia and the states of Maine, New York and Vermont. 
Chemicals are purchased for resale in the Eastern United 
States. 


Industrial chemicals and nitrogen-based chemicals are produced 
at the Registrant's plant located on a 369-acre site at Mait- 
land, Ontario, which provides ample space for future expansion. 
The plant's approximate annual capacities, in short tons, are 
907000 > tons*or “ammonia, 2/0'5,000° tons of ammontum nitrate; 105.000 
tons? Ofenl trogen solutrom,. 345, 000 tonstonmmtrcrc acid, 0,000 
tons of urea and varying amounts of industrial gases. The 
plant's capacities are substantially utilized. 


The Registrant presently sells approximately 16 percent of its 
Maitland production under contracts with DuPont of Canada 
Limited which expire in 1985 and cover the sale of hydrogen, 
nitrogen, nitric acid and ammonium nitrate. 


Approximately 10 percent of the Maitland plant's production is 
used by the Registrant's fertilizer operations. The remainder 
of the plant's production is sold to customers in the chemical, 
steel, resin, feed, textile and explosives industries and to 
other fertilizer manufacturers. 


The Registrant -is one.of five major producers of fertilizer in 
Eastern Canada and markets a variety of mixed fertilizers, 
mainly under the trade name "Nutrite", manufactured at 15 plants 
located in Eastern Canada, Maine and Vermont. .Fertilizer 
materials, other than those obtained from the Maitland plant, 
are obtained from various suppliers. These processing plants 
are presently operating at approximately 70 percent of their 
combined jannualycapacity 0£7500,000-tons.» In.1978 sales of the 
Registrant's fertilizer operations accounted for approximately 
20 percent of the estimated consumption of agricultural ferti- 
ljizers in Eastern Canada. 


The Registrant also has a 66 percent equity interest in an 
explosives plant in Minnesota with an annual capacity of 60 
million pounds. 


The Registrant made a small profit in 1978 despite a continuing 
soft market, loss of business uue to the U.S. coal miners' 
strike, anighvgost.duesto,inefiicrencies oLr-.the nitric acid 
plants and sharply rising material and utility costs, which 
caused increased pressure on margins. Fertilizer profits were 
as expected despite highly competitive markets. 


Other Investments 


The Registrant's import-export division based in New York was 
SOlLd.OuUrING VLhe bl roe aGuatitor sO fesLo (on 


Also, the balance of the Registrant's income properties acquired 
on the acquisition of Abbey Glen Property Corporation were sold 
sla aS Aes 


Financial Services 


Venture Capital 


The venture capital operation of the Registrant provides capital 
to small business concerns. principally in tne Western, United 
States. Emphasis has been placed on equity investments in 


technology-oriented new companies involving a high degree of 
risk. At December 31, 1978, the Registrant held venture capital 
investments, all of which are minority positions, in 35 different 
companies. A number of these investments are not readily 
marketable. Investments include companies in the areas of 
computer peripheral equipment, microfilm products, semiconductor 
production equipment, small business computers and chemical 
analysis products. The investment objective is to create and 
build major, well-established companies and then realize gains 
by selling all or part of the Registrant's position. Invest- 
ments are usually held ftorsatwleacst stiveryecans. DUuTING 897.6; 
over $5.6 million was invested in portfolio companies, approxi- 
mately 73 percent ($4.1 million) in new investments and 27 
percent ($1.5 million) in companies already in the investment 
portiolio fatepecember 3 ilo 77 2 Dum Ng o7e RehesyalucHO lathe 
portfolio increased substantially reflecting stronger oper- 
ational performance in most investments as well as tne exchange 
of a 20 percent interest in Qume Corporation for 970,000 common 
shares of International Telephone and Telegrapn (ITT). The 
Registrant's venture capital division was one of the initial 
investors in Qume when it was established in 1973. 


Real Estate Joint Ventures 


During 1978 the Registrant was a partner in a number of joint 
ventures, usually as a limited partner, for the development of 
properties in California, Arizona, Washington, Texas and Nevada. 
The ventures relate to residential housing and land development 
projects, condominium construction and conversions, garden- 
office development, shopping centre development and apartment 
construction..." Participation* by the*Regqistnane is usual ly, 
limited to providing financial, marketing and administrative 
assistance to the venture. The Registrant had investments in 49 
joint ventures at December 31, 1978. Through joint ventures, in 
1978 the Registrant sold 1,500 housing units and three income 
properties. 


Other Financial Services 


By the end of 1978 the Registrant had merged the operations of 
three California thrift and loan companies obtained through 
acquisition into one entity with six branches in Northern 
California. ‘The thrift) and Gloan anstitutions, accept Geposicts 
and make short-term consumer loans and loans on residential 
second mortgages. The Registrant expects to open four new 
branches “in 1979. 


In 1978 the Registrant acquired Americal Instrument Corporation 
based in’ PalovAito, California. Thisconpany specializes’ in 
the rental of electronic test and measurement equipment on a 
short-term basis and has 10 inventory centres and 19 sales 
offices in the United States and Canada. 


thesRegistrant also. provides) title insurance, and escrow jsenvices 
wim Chew san brancisco Bay varea eumtnis -davisvon fiseneadquantered 
in Oakland, California and operates four regional offices and 

Zoe DGBAnch OLrrces,. 


In early 1979, the Registrant acquired Westmor Corporation, a 
mortgage banking and service company. This company has offices 
in California, Georgia, Arizona and Nevada, and is engaged in 
the business of originating and servicing real estate mortgage 
loans as co-respondant for institutional investors. 


The Registrant has certain other: investments» un, Canada,s the 
United States and internationally, including international 
marine financing and insurance operations. 


Competition and Other Factors 


The Registrant encounters vigorous competition in most phases 
of its business. In some instances the Registrant competes 
with others who are larger and have greater financial resources. 
In general, heavy construction operations are largely dependent 
on government public works programmes and residential con- 
struction operations on the availability and cost of mortgage 
funds. 


These factors also influence the Registrant's building materials 
and cement activities. Operations are also significantly 
influenced by weather conditions. Transportation expenses are 
an important cost element in many aspects of the Registrant's 
business. The Registrant encounters intensive competition in 
its chemical and fertilizer operations from other major pro- 
ducers and distributors in the industry both in Canada and in 
the United States. 


The Registrant's marine operations are a significant factor in 
the marine transportation and towing industry on the West Coast 
of Canada, but encounter competition both from other marine 
transpor LaclonucOmpani cs sandal NOUSstbilad Senter risces cGlalsvonting 
their own products. 


Competit1on in the; venture capital, treldaincludess large financial 
institutions and major corporations. Also, the companies which 
comprise the venture capital portfolio are relatively small and 
highly specialized. Many of them compete with large enterprises 
in their respective fields. 


Legislation 


Pursuantsto an ,applicaLlon Under the Forel on investment” Review 
Act (Canada) (the "Act™), the Registrant received a ruling, in 


May 1976, that it is not a non-eligible person under the Act. 
In October 1978, the ruling was renewed, which renewal is 

valid for a period of two years from the date of its issuance 
assuming that the circumstances as outlined in the Registrant's 
application do not change significantly. In the event that 

the Registrant's status under the Act should become that of a 
non-eligible person it may be required to obtain approval under 
the Act for future acquisitions of certain Canadian businesses, 
whether through purchase of shares or assets and for the 
establishments of certain new Canadian businesses. 


The Canadian Government's three-year anti-inflation program 
implemented through the Anti-Inflation Act was terminatea 
durings1.978. 


Environmental Matters 


All plants and other installations and properties of tne Regis- 
trant with the exception of the Bamberton cement plant are 
operating within current environmental standards in Canada and 
the United States and tnere is no material outstanding action or 
notice given in respect of the breach of any significant environ- 
mental matter by the Registrant. The Bamberton cement plant 

does not operate within present environmental standards but in 
view of the high cost of compliance and the fact this plant will 
close in 1980 the Pollution Control Board of British Columbia 

has issued an interim order permitting continuing operations. 

The Registrant does not anticipate material capital outlays witn 
respect to environmental standards, nor does it anticipate 
requirements which may materially affect the earning power of 
any of the Registrant's businesses or which may cause imaterial 
changes in such busingsses or in intended businesses of the 
Registrant in view of existing or pending legislation and 
regulation. Nevertheless, government pollution abatement 
requirements are becoming more stringent particularly witn 
respect to cement operations and it is expected that the 
Registrant will incur capital expenditures of approximately 
$3.9 million in the next year for environmentai control facilities. 


Employee Relations 


The total number of people employed by tne Registrant in all 
subsidiaries and divisions ranged from a high of 12,080 persons 
to a low of 7,460 persons. Generally the higher number of 
employees existed during the summer months, while the low 
occurred in the winter. The highs and lows for each category 
were as follows: approximately a high of 850 and a low of 770 
in the cement operations, a high of 3,500 and a low of 2,450 in 
the building, matermals voperalions waehagn of, 1,590 anda. low o1 


1,120 in the housing and land development operations, a high of 
220 and a low of 500 in the chemical and fertilizer operations, 
and a high of 1,770vand alow of°17940 in@the marine operations. 
Venture capital and other investment operations combined employ 
on the average 500 persons. These figures do not include the 
approximately 300 employees of Westmor Corporation, recently 
acquired by the Registrant, and approximately 575 employees of 
Miron Company Ltd., which company, as indicated is currently 
under negotiation to be sold. 


Approximately 65 percent of the Registrant's employees are 
represented by 98 collective bargaining groups under separate 
unton contracts, 60 of which;* including 25 with respect ‘te ‘the 
construction-related operations and six to the marine operations, 
are subject to renegotiation during 1979. 


The Registrant's Quebec construction employees are covered by a 
government construction industry decree which contains the major 
items included in a labor agreement. 


The Registrant considered its labor relations to be good in 1978 
and there were no significant work stoppages in operations. 


The Registrant has retirement and profit-sharing plans covering 
approximately 2,900 employees, to provide a monthly pension for 
life after retirement at age 65 or later. The benefits of these 
plans are integrated with government plans now in effect. The 
Registrant also provides customary fringe benefits to its 
employees. In addition, approximately 400 employees of the 
Registrant's Eastern Canada construction operations are covered 
by a retirement plan included in the province of Quebec con- 
struction decree. Reference is made to the Notes to the 
Consolidated Financial Statements of the Registrant and its 
subsidiaries for details concerning the funding of the various 
pension plans by the Registrant. 


ITEM 1B FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS 


and 
ITEM 1D FINANCIAL INFORMATION ABOUT FOREIGN AND DOMESTIC 
OPERATIONS AND EXPORT SALES 


The information pertaining to these items is presented in the 
Consolidated Financial Statements on pages F34 and F37. 


ITEM 2 SUMMARY OF OPERATIONS OF REGISTRANT AND ITS CONSOLIDATED SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS 


Years Ended December 31 
1978 1977 1976 1975 1974 


(thousands of Canadian dollars) 
REW/BINUE)S chetetelcheletelet=teteteleleletelataletedchaal sl cleicl aleletsi-]s/e\elelerelalelslore 1,143,042 981,078 821,549 684, 347 578 ,422 


COSTS AND EXPENSES 


Gost of salies@andeserviCesic.ccclesels evelerelelerels elelerere stalete 778,054 677,934 565,087 491,536 418,761 
Selling, general and administrative.......cecesccee TG 2617, 98,193 fe) a lear 59,849 © 48,628 
Depreciation, depletion and amortization.......... 50,181 34,691 32,328 26,522 24,244 
Interes tronedone-term Gebiacacte« ole s]eletsielejerele oleletelelelers 26 ,036 SiO) 7/1 27,549 12,109 10,285 
OQEMErSinEeGeStceranasrordenueteledletetcielereralelelsteraleleiterercheeleralele 23,896 INS) 2) ZOO ae DAIS) 7,530 


994,434 860, 048 718,748 SOBs 7/SM 509,448 


INCOME BEFORE THE FOLLOWING. .....c.ccseccessecvccces 148 ,608 121,030 102,801 84,556 68 , 974 


Provision for income taxes 


GUELEN tet peterersiale eletotehsrele eloreie(etete cl heretetors deieeretoe eee 40,300 45,700 36,900 29,500 28 , 500 
DELERKEdcierets cio erelotetersiel cere/ereterelci ee ehelelekcler sielalcloyeielorelels 26 , 700 10, 900 10,200 7,900 5,400 
67,000 56,600 47,100 37,400 33, 900 

NETSENCOME HORS THE, cviAR syepeter Mere otareteterace ctelehalenetele.evatevererote 81,608 64,430 55a7 Ol! 45) WX) 35,074 
RETAINED EARNINGS —=) BEGINNING OF YEARS. ..ccec cece 185,956 140, 302 100,539 67,649 45,448 
Reduction of United States income taxes.....ccece- - - 91 649 23 
267,564 ZOA Be 156,331 115,454 80,545 

Dividends = preferredysharesia.a./.\c-eisiete o clele cleletelaetare TAM 950 345 SSG 1,319 

=" COMMON SHALES, o.1e lelaieielerscerelsiejereicicierererers 2236 17,826 14,684 13,601 iL Sas 

2953 18,776 16,029 Ro 12,896 


RETAINED EARNINGS - END OF YEAR. cccccesssscccccocves $ 245,611 $185,956 $140,302 «$1005539° S$ 675649 


PER COMMON SHARE 
INCOME 
PLIMALY. cccccsessccccccvescvccccecoccsscsceseses $ 6.01 Sao OL Seon 43158) ee See GOL aoa eS a0) 
oul? Chub 6 odggocosgdddu000CnDDdGoDOONG60N0O 5.89 4.73 4.23 3.69 2.77 


DIVIDENDS. oc cccccscceccccesvevcccccescrsccssccccre out 1.42 ISPS) 1.20 P05 


See notes to consolidated statements of income and retained earnings. 


NOTES TO CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS 
FOR THE FIVE YEARS ENDED DECEMBER 31, 1978 


RESTATEMENT OF COMPARATIVE AMOUNTS 


Prior years' statements of income have been restated to reflect on the equity method of accounting 
the operations of the import-export division which were sold in early 1978. 


COST OF SALES 


Inventories used in computing cost of sales are as follows: 
(thousands of dollars) 


As at December 31 1978 - $462,372 1975 - $186,669 
1977. - $330,144 1974 - $164,556 
1976"=" 53115653 1973 - $106,950 


INCOME PER COMMON SHARE 


Primary income per common share has been determined by dividing net income for the year, after 
deducting dividends on the preferred shares, by the following average number of shares out- 
standing which include common stock equivalents: 


(thousands) (thousands) 
Years ended December 31: 1978... 13,248 Years ended December 31: LOWG csc 11,874 
OW irene 12,667 LOWS evel D437, 


LOT ater. 11,069 


Fully diluted income per common share has been determined by dividing net income for the year, 
plus the after tax effect of interest on debt assumed to be converted, by the average number 
of shares outstanding, reflecting the assumed conversion or exercise at the beginning of the 
year or the date of issue if later, of preferred shares, convertible debt, warrants and options 
all as detailed in the following table: 


Years ended December 31, 


1978 L977 1976 US) 1974 
(thousands) 


ING eam T) COME aretelolsiclcletelslekelaker Kel eielelsiaieleletovelelelotsl si $81,608 $64,430 S55}, 7A@EL $47,156 $35,074 
After tax effect of interest on debt as- 

StIMedmMEOMDe MCONVELECC atic crelel sie sielerctelehenorerele $ 39 $ 275 S$ 123 $ 120 SS PIXE) 
Average number of shares outstanding...... 13,867 US sE)iL INS}, IEA S: U2R eo 22 1257/33 


Increases in net income in 1974 resulted partly from the purchase of the remaining 50% of the 
shares of a subsidiary engaged in the marine transportation and shipbuilding businesses in British 
Columbia and the acquisition of a company engaged in the building materials, cement and construc- 
tion businesses in Quebec. Also, buoyant economic conditions in Western Canada in 1974 created 
strong demand for goods produced and services provided by the company resulting in significant 

net income gains and world-wide shortage of nitrogen-based chemicals and fertilizers resulted in 
an increase in net income of $6,057,000 in the chemicals and fertilizers division in 1974. The 
high level of capital spending on natural resources projects in Western Canada which caused a 
strong demand for company products and services together with an improved Quebec economy were 

the major factors contributing to the increased earnings in 1975, Continued economic strength 


and expanding productive capacity in Western Canada, together with reduced interest rates and 
an improving economy in California produced significant net income gains in 1976 and 1977. The 
1976 increase was partially offset by reductions in chemical prices, government spending cut- 
backs and labour problems in Eastern Canada and British Columbia. The 1977 increase was partially 
offset by poor results from cement, building materials and construction operations in Eastern 
Canada and international marine operations and absorption of interest and administrative costs 
associated with the construction of a new cement plant in British Columbia. In 1978, continued 
economic strength in Western Canada and California housing and land development division, a 
major sale of a venture capital investment, increased California real estate joint venture fin- 
ancing activity and the sale of remaining Canadian revenue property investments resulted in 
increases in net income. These increases were partially offset by continued poor operating 
results in Eastern Canadian and International Marine divisions including depreciation to reflect 
the reduced utility of chemical and marine assets and provisions for terminations of certain 
construction and marine activities. 


MANAGEMENTS' DISCUSSION AND ANALYSIS 
OF THE CONSOLIDATED STATEMENT OF INCOME 


REVENUES 


In 1978, revenues increased $162 million compared to a restated $160 million 
increase in 1977. The restatement reflects the sale of the import-export divi- 


sion in 1978. A summary of increases in revenues by industrial category is as 
follows: 


1978 LOW 
(millions of dollars) 
Increase (Decrease) 


GOrmeTl Gare, caste: sterstarerstet seketelerctersttrens ta st .6 24 6 
Housing and land development..... pil E27 
Ma PLNIG Si erica c eueleters ckchetomereimicnere beta ater 18 7 
Pinanciallserviceswoe.: .eceeseer « 40 5 
Other Veateegories. Toes. wi sakes et ee 16 45 
129 190 
Decrease (Increase) in 

inter-category revenueS.....ce.e- 33 (30) 
$162 $160 


Cement revenues increased in 1978 because of high demand in Alberta which was in 
part met by shipments from the company's Eastern Canadian cement facility. 
United States land and housing revenues were up $35 million in 1978 as a result 
of new operations in Florida and Texas, the sale of the company's land holdings 
in the Northeast and sales increases in California. In Canada, land development 
revenues declined $17 million due to equity accounting for the company's share 
of income of a partnership to which the majority of its Alberta land holdings 
were contributed in 1978. In 1977, $51 million of the increase in the housing 
and land development category was the result of expansion of operations and 
strong demand in California. Canadian land development activities were the 
source of a $39 million increase in 1977, most of which was the result of rapid 
development and sale of some of the land acquired with a subsidiary in mid-1976. 


Marine revenues in Western Canada benefited from a high level of activity in the 
British Columbia forest products industry as well as the integration of the 
operations of a subsidiary acquired in mid-1977. Revenues of the financial ser- 
vices category increased $29 million including the sale of a major venture 
Capital portfolio security and $9 million from the first full year of operation 
of the real estate joint venture financing activities. Both of these divisions 
are based in California. 


The decrease in 1978 and the increase in 1977 inter-category revenues are attrib- 
utable to the amount of work performed in each year by the engineering and 
industrial construction division for the cement division. The construction divi- 
sion is the general contractor on both the Vancouver cement plant and the 
Edmonton plant expansion. The decrease in 1978 was offset to a great degree by 
increases in third-party work performed by the construction services division 


in Alberta. 
289 1s = 


COST OF SALES AND SERVICES 


Cost of sales and services was 68 per cent of revenues in 1978 compared to 69 per 
cent in 1977 and 1976. The 1978 reduction in the cost of sales percentage re- 
sulted from accounting on the equity basis for the operations of real estate fin- 
ancing joint ventures in California and a significant land development partnership 
in Alberta. The reductions were partially offset by losses on Eastern Canadian 
construction operations and international marine joint ventures combined with in- 
creased costs in building materials and cement operations. Increases in the 1977 
costs as a percentage of revenue were attributable to increased costs in Canadian 
cement, construction and housing operations which were offset by increased revenue 
in the higher-margin Canadian land development and California land and housing 
operations, 


EXPENSES 


Selling, general and administrative expenses increased by $18 million or 18 per 
cent in 1978 and $17 million or 21 per cent in 1977. Continued expansion in 
United States operations accounted for $10 million of the 1977 increase. Reduc- 
tion of expenses of a subsidiary acquired in mid-1976 produced a 1978 decrease 
of $2 million compared to a $2 million increase in 1977. The balance of the 
increases relate primarily to Western Canadian land and housing volume increases, 
administrative costs during construction of expanded cement capacity in Western 
Canada and greater outside service costs of a general corporate nature. A 
corporate cost-cutting program introduced in 1977 resulted in reductions in 
chemical and fertilizer and Western Canadian building materials and construction 
divisions, and limited general increases in other divisions to less than the 
rate of inflation. 


DEPRECIATION, DEPLETION AND AMORTIZATION 


Depreciation, depletion and amortization increased by $16 million in 1978 com- 
pared to a $2 million increase in 1977. Additional depreciation of the chemical 
facilities at Maitland, Ontario and the international marine fleet accounted 

for $13 million of the 1978 increase and reflects the reduced utility of these 
assets. Increased capital investment in Western Canadian cement and marine divi- 
sions produced additional 1978 depreciation which was partially offset by the 
sale of certain revenue properties. The 1977 increase is a result of a full 
year's charge for the prior year's additions to building materials and marine 
equipment, 


INTEREST 


Total interest expense was $50 million in 1978 and $49 million in 1977. Higher 
interest rates and the cost of financing the expanded United States operations 

and Western Canadian cement plants were offset by interest cost reductions in 
Canadian land and housing and revenue property operations. The 1977 interest 
costs increased by $9 million because of larger land and housing inventories in 
California and the construction of a cement plant in Vancouver together with the 
consolidation for a full year of the accounts of a Canadian real estate subsidiary 
acquired in mid-1976. 


ap DO 


FOREIGN EXCHANGE 


Included in 1978 net income is $3.4 million of unrealized foreign exchange losses 
resulting from the translation of accounts of subsidiaries denominated in United 
States dollars. The following table shows the historic relationship of the 


Canadian dollar to United States currency at December 31 of each of the past 
five years: 


U.S. equivalent 
of $1.00 Canadian 


OT Steratete ts tetavene siete aiater tee . $0.84 
LOTT cxctetehettete «ceo oveisies sec Ono 
UWIAA mmo nooo Oo Boman ao God 0299 
Ti Se Anno oon Go ob0n DAG Gs 0.98 
OE Bc 5 OOO Dm cece Pou 
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LTEM 23-—#7LS Ty Obs PROPERELES 


The physical property of the Registrant consists of land, 
buildings, machinery and equipment and quarries and gravel 
deposits. Substantially all of the assets of the Registrant 
are held subject to inortgages and/or floating charges securing 
indebtedness of the Registrant. 


The principal real properties of the Registrant are as follows: 


Location Descriprevon 
Building Materials 


Kote wie Cpe Es Gre 

Nanaimo, B.C. 

Prince George, B.C. 

Terrace B.C. 

Greater Vancouver, B.C. (4) 
ViGEOT Varlab ice 

Calgary, Alberta (3) Concrete ready-mix plants 
Red Deer, Alberta 

Edmonton, Alberta (3) 
Grande Prairie, Alberta 
Lloydminster, Alberta 

Moose Jaw, Saskatchewan 
Regina, Saskatchewan 
Saskatoon, Saskatchewan 
Winnipeg, Manitoba (2) 
Brandon, Manitoba 

Portage La Prairie, Manitoba 


Calgary, Alberta 

Edmonton, Alberta 

Lethbridge, Alberta 

Grande Prairie, Alberta Concrete pipe plants 
Rieimat ~eBwer 

Vancouver, B.C. 

Vernon "B.C. 

Regina, Saskatchewan 

Winnipeg, Manitoba 


Calgary, Alberta 

Edmonton, Alberta 

Kitimat, B.C 

Prince George, B.C. Concrete block plants 
Vancouver, B.C. 

VIIGtOra ayyiep ee 

Regina, Saskatchewan 

Winnipeg, Manitoba 


ey vig cia 


Building Materials (Cont'd) 


Various Locations: 


British Columbia (4) 

Alberta (10) 

Saskatchewan (18) Pits and quarries 
Manitoba (4) 


Vancouver; B.C. 

Victormla a. B. Cr 

Galgany )Aibertagat( 2) 

Edmonton, Alberta (2) Asphalt plants 
Regina, Saskatchewan 

Saskatoon, Saskatchewan 

Winnipeg, Manitoba (4) 


Calgary, Alberta 

Edmonton, Alberta (2) Pre-cast and pre-stressed 
Regina, Saskatchewan (2) concrete plants 

Winnipeg, Manitoba 

Vancouver, B.C. 


Edmonton, Alberta Concrete railway tie plant 


Edmonton, Alberta 
Saskatoon, Saskatchewan Gypsum wallboard plants 
Vancouver, B.C. 


Calgary, Alberta 
Edmonton, Alberta Lightweight aggregate plants 


ages pshare Jeten Ga 

Port Mellon, B.C. 
Prince George, B.C. 
Royal Bay, B.C. Aggregate plants 
Calgary, Alberta 

Red Deer, Alberta 
Edmonton, Alberta 
Lloydminster, Alberta 
Moose Jaw, Saskatcliewan 
Regina, Saskatchewan 
Saskatoon, Saskatchewan 
Winnipeg, Manitoba (2) 
Brandon, Manitoba 


aS 2 = 


Construction 


Vancouver, B.C. 
Calgary, Alberta 
Edmonton, Alberta 
Regina, Saskatchewan 
Winnipeg, ianitoba 
Montreal, Quebec 


Cement 


Edmonton, Alberta 
Bamberton, B.C. 

Welle @uhiete) 1 ey 
Regina, Saskatchewan 
Winnipeg, Manitoba 


Cadomin, Alberta 
CObO ean Dilation. . 
Texadawmus band,-eBC ¢ 
Mafeking, Manitoba 
Steep Rock, Manitoba 


St. so bere, Alberta 


Calgary, Alberta 
Saskatoon, Saskatchewan 
Thunder Bay, Ontario 


Chemicals and Fertilizers 
Maitland, Ontario 


AL LuStOm, On Gaislo 
Chesterville, Ontario 
Counwall., Ontarlo 
Welland, Ontario 
Bima Onmeari © 
Hanover, Ontario 
Montreal, Quebec 

St. Arsene, Quebec 
Ste. Foy, Quebec 

Ste. Rosalie, Quebec 
Victoriaville, Quebec 
Grane hal Sys b 
Summerside, P.E.I. 
Presque Isle, Maine 
Sheldon Junction, Vermont 


Construction equipment and 
maintenance shop 


Cement plants 


Limestone quarries 


and/or deposits 


Coal properry 


Distt pueLon centres 


Chemical plant 


Mixed fertilizers plants 


Chemicals and Fertilizers (Cont!d) 


Biwabik, Minnesota Explosives plant 


Financial Services 


Mountain View, California 
Ananeim, California 
Nortnridge, California 


Dallas, Texas Inventory centres 
Chitcage er Minois (electronic test and 
Boston, lIiassachusetts measurement equipment 
Oakland, New Jersey for rent) 


Washington, “DSc. 
Ft. Lauderdale, Florida 


TORONTO, Ontario 


Land Development and Housing 


Calgary, Alberta Home component factory 
Calgary, Alberta Cabinet factory 

Marine 

Vrectoria, 52 C. Shipyards 


NOEthH Vancouver, B.C. 
Nore eVancouver, B.C. Operations' centre 


In addition to the foregoing plants and properties, the 
Registrant leases properties, plants and equipment in Canada 
and the United States. The Registrant also has interest 
directly or through joint ventures in income properties* 


The Registrant owns more than 5,200 pieces of mobile construction 
equipment including power shovels, tractors, trucks, ready-iix 
concrete units, cranes, loaders, scrapers, dozers, draglines, 
rock wagons and earth-moving and paving equipment. 


In addition, it has portable concrete and asphalt plants, 
mobile crushing and screening equipiment, portable soil cement 
plants, and a large number of mobile trailers to house menwin 
remote points. At the height of the construction season, 
other equipment is also rented. On occasion, the Registrant 
also rents equipment for specific projects. 


ITEM 4 PARENTS AND SUBSIDIARIES 


Company 


Subsidiaries Included in Consolidated 
Financial Statements 


Americal Instrument Corporation 

Atlas Thrift Company 

British Columbia Cement Company Limited 
Broadmoor Homes, Inc. 

Construction Aggregates Ltd. 

DOESECTy eine. 

Engineered Homes Limited 

First American Title Guaranty Company 
Genstar Chemical Inc. 

Genstar Construction Limited 

Genstar Development Inc. 

Genstar Finance N.V. 

Genstar Holding N.V. 

Genstar Homes of Texas Inc. 

Genstar, Inc. 

Genstar International S.A. 

Genstar Overseas Limited 

Genstar Pacific Corporation 

Genstar Securities Corporation 
Genstar Services Limited 

Genstar Southern Development Corporation 
Keith Construction Company Limited 
McAllister Towing and Salvage Ltd. 
Miron Company Ltd. 

Ocean Construction Supplies Limited 
Ocean Construction Supplies Northern Limited 
Rental Electronics Inc. 

Seaspan International Inc. 

Seaspan International Ltd. 

Sierra Bancorp, Inc. 

Sutter Hill Limited 


a 


Organized 
Under laws of 


California 
California 
British Columbia 
California 
British Columbia 
Delaware 

Alberta 
California 

Maine 

Manitoba 

New York 
Netherland Antilles 
Netherlands 
Texas 

Delaware 
Luxembourg 
Bermuda 
California 
Delaware 

Canada 

Delaware 

Alberta 

Canada 

Quebec 

British Columbia 
British Columbia 
California 
Washington 
British Columbia 
California 
California 


Immediate Parent 


Genstar Pacific Corporation 

Sierra Bancorp, Inc. 

Ocean Construction Supplies Limited 
Genstar Development Inc. 

Ocean Construction Supplies Limited 
Genstar Pacific Corporation 
Registrant 

Genstar Pacific Corporation 
Indussa Corporation 
Registrant 

Genstar Pacific Corporation 
Genstar Holding N.V. 
Registrant 

Genstar Pacific Corporation 
Genstar Holding N.V. 
Registrant 

Genstar International S.A. 
Genstar Inc. 

Genstar Holding N.V. 
Registrant 

Genstar Development Inc. 
Registrant 

Registrant 

Registrant 

Registrant 

Ocean Construction Supplies Limited 
Americal Instrument Corporation 
Seaspan International Ltd. 
Registrant 

Genstar Pacific Corporation 

Genstar Pacific Corporation 
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Percentage of 
Voting Securities 
Owned by 
Immediate Parent 


100 
100 
100 
100 
100 
100 
100 

71 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


ITEM 5 —- LEGAL PROCEEDINGS 


As indicated in Item 1 to tnis Report, the Registrant acquired 
a 2 Peoe percent: 1nterest.in sehesoutetanding shares oo.) [her hlint= 
kote=Company in 1978, On October 6,719 /38, The Flinctkore Company 
instituted legal action in the United States District’ Couwe 

of tthe Northern DistricteofmCalifornia against the Regaiserang 
and certain of its officers, directors, shareholders and sub- 
Sidiaries. Generally, the claim alleges breaches of securities 
legislation reporting requirements and anti-trust violations. 
rlore specifically it has alleged that tne 13-D reports filed 
were false and misleading, that Federal Reserve Board margin 
requirements were breached, that the price of Flintkote stock 
was IManipulated and that the Clayton Act and Sherman Act were 
violated.» *On March 9, 1979, the Court dismissed™the®elaim 
with respect to the margin requirements and the manipulation 

of the* price of Flintkote stock. The Plaintiff-is"seekingean 
injunction'toe prohibit the Registrant from further purchases*®os 
shares of The Flintkote Company and also for an order that the 
shares acquired to date be divested by the Registrant. The 
Federal Trade Commission is also investigating the acquisition 
of the Flintkote shares. The management of the Registrant 
believes that the allegations are without foundation and has 
commenced to defend its position and move toward adjudication of 
these claims at the first possible opportunity. 


buring 1977 an investigation was commenced relating to ready-mix 
concrete and related concrete products in the Calgary area of 
the Province of Alberta. An officer of the Registrant testified 
at the hearings in Calgary, Alberta, in 1977 and since that 

time no charge has been laid under the Combines Investigation 
Act against the Registrant or any of its subsidiaries with 
respect to the investigation. It is unknown whether tne 
investigation has terminated or may at some future time be 
continued, and if so, what tne effects, if any, may be on the 
ready-mix concrete operations. 


During 1977 the U.S. Treasury Department initiated an anti- 
dumping investigation in respect of imports of portland hydraulic 
cement from Canada. A final determination of sales at less than 
fair value was made by the Treasury Department in 1978; however 
the U.S. International Trade Commission determined that no injury 
resulted to domestic producers as a result of tne less than fair 
value selling. Accordingly, the administrative investigation 

was terminated. However, the Glens Falls division of The 
Flintkote Company has commenced suit in the U.S. Customs Court 
challenging the no-injury determination. Cement produced by 

a subsidiary of the Registrant in Western Canada and sold in 

the United States is potentially subject to anti-dumping duties 
if this challenge is ultimately successful. Miron Company Ltd., 
a subsidiary of the Registrant producing cement in the Province 


of Quebec, is also subject to this investigation; however, an 
agreement has been entered into to sell the cement operations 
of Miron Company Ltd., which sale will be concluded in the 
first half of 1979. The Registrant is defending the challenge 
as are other Canadian! producers), ili. Si. importers, and the U.S. 
Government. It is not possible at this time for management 

ofe the Registrant ito) forecast thevetrectromithe Registrant 

if the challenge is successful. 


ITEM 6 - INCREASES IN OUTSTANDING SECURITIES OF THE REGISTRANT 


A - Increases in Common Shares of the Registrant 


As at December 31, 1977, there were 12,876,572° Common Shares 
of the Registrant issued and outstanding. 


During the fiscal year ended December 31, 1978, 539,166 Common 
Shares were issued as follows, resulting in a total of 13,415,738 
Common Shares outstanding as at December 31, 1978: 


(1) Between January 1, 1978, and September 30, 1978, a total 
of 387,501 Common Shares of the Registrant were issued. 
For information on said Shares, reference is made to the 
Registrant's guarterly reports on Form 10-Q to the 
Securities and Exchange Commission for the fiscal 
quarters ending March 31, June 30 and September 30, 1978. 


(2) During November 1978, the Registrant issued 4,000 Common 
Shares to one employee, an officer of a subsidiary of the 
Registrant, (pursuant stogthe sotock sPurchase ePlangat\ayprice 
of $34.58 per share for an aggregate consideration of 
$138,320. On the date of issue of said Shares, the market 
price of the same was $34.75. Since no such Common Shares 
were offered or sold to a resident of the United States of 
America or its territories or possessions, no registration 
thereof was required under the Securities Act of 1933. 


(3) DuringtOctobes; NovembensandgDecemberail9/o7 thet Regastrant 
issued 147,645 Common Shares at $20.00 per share pursuant 
to the conversion of 147,645 Convertible Preferred Voting 
Shares Series A, Series B and Series D of the Registrant. 
During October, November and December 1978, the market 
price of the Registrant's Common Shares, on the Toronto 
Stock Exchange, ranged between $33.25 and $37.00. Since 
no such Preferred Shares Series A, Series B or Series D 
and Common Shares (issued upon conversion of tne Preferred 
Shares Series A, Series B or Series D) were offered or 
sold to a resident of the United States of America or its 
territories or possessions, no registration thereof was 
required under the Securities Act of 1933. 


(ay 


During October, November and December 1978, the Registrant 
issued 20 Common Shares at $17 CDN per share pursuant to 
the exercise of 20 Share Purchase Warrants of the Registrant, 
which were issued by the Registrant at the time and in 
conjunction with the issue in Canada by the Registrant 

in June 1968 of 8% Series D First Mortgage Bonds of the 
Registrant. The market price of the Registrant's Coiamon 
Shares on the Toronto Stock Exchange on the dates of issue 
ranged between $33.25 and $37.00. Since no such Bonds, 
Warrants and Common Shares (issued upon exercise of 
Warrants) were offered or sold to a resident of the United 
States of America or its territories or possession, no 
registration —Eleréo ives @requiredmunde mothe cecuprcilesmACt 
Orr LOD ios 


B -— Increases in Preferred Shares of the Registrant 


i) 


(2) 


Between January 1978 and December 1978, the Registrant 
issued 98,217 Series D $1.50 Cumulative Convertible 
Redeemable Preferred Shares as a result of the conversion 
of Class A Special Shares of Abbey Glen Property Corporation 
to Series D Preferred Shares. For information pertaining 
to the issue of the Series D Shares at the time of tne 
acquisition of Abbey Glen Property Corporation in 1976, 

by the Registrant, reference is made to the Registrant's 
reports on Form 8-K to the Securities and Exchange Com- 
mission for the months of November and December 1976 and 
January 1977. Since no Series D Preferred Shares were 
offered or sold to residents of the United States of 
America or its territories or possessions, no registration 
thereof was required under the Securities Act of 1933. 


On October 31, 1978, 1,000,000 Non-Voting Second Preferred, 
Series A Shares were issued to The Royal Bank of Canada for 
a consideration of U.S. $100 million. These shares were 
designated from the 20,000,000 Second Preferred Shares in 
existence and reference is made to the Registrant's report 
on Form 10-Q to the Securities and Exchange Commission 
filed November 15, 1978. 


Common Shares, Series D Preferred Shares and Second Pre- 
ferred Series A Shares issued during October, November and 


December 1978 by the Registrant, as detailed under para- 


graphs A-(2) to (4), and B-(1) and (2) were represented by 
certificates which were not legended as none of said Shares 
were offered or sold to residents of the United States of 


America or its territories or possessions. 


ITEM 7 - CHANGES IN SECURITIES AND CHANGES IN SECURITY 
FOR REGISTERED SECURITIES 


Not applicable 


ITEM 8 - DEFAULTS UPON SENIOR SECURITIES 


Not applicable 


[TEM 9 j= eNUMBER .OF .HOU LTY. <SEGURLTY. HOLDERS ASAT OMARCH t17. 9719 


ists Leno Gala SS Number of Registered, Holders 


Common Shares 13,462,985 of which 

10,650,676 were in registered 

form and 2,812,309 were, .in .bearer Ooo 
form for which the Registrant has 

no Knowledge of the number of 

holders 


First Preferred Shares (Convertible) 


- Series A 7,154 all in 75 
registered form 


- Series B 288,337 of which 
193,085 were in registered form 164 
and 95,252 were in bearer form 
for which the Registrant has no 
knowledge of the number of 
holders 


- Series D 173,669 in registered 43.1: 
Ltorm 
Second Preferred Shares 


- Series A 1,000,000 in registered yp 
form 


ITEM 10 - SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 


(a) The Annual Meeting of Shareholders of the Registrant was 
Hel di ton’ May 7), S97 ey Reference siseemade *comthemRegis tranvys 
Proxy Statement filed with the Securities and Exchange 
Commission on March 31, 1978. 
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(b) “All the nomrnees™to serve on the poarc of Directors OL 
the Registrant, were, elected. 


(ee) (1) Stock Purchase Plan 


The shareholders of the Registrant approved a resolution 
of the Board of Directors increasing the number of Coinnon 
Shares of Genstar which may be acquired by the Trustees 
of the Stock Purcnase Plan for purchase by designated 
officers and employees of the Registrant from 500,000 

to 800,000 Common Shares. In addition, the resolution 
authorized the increase of monies which may be advanced 
by the Registrant to the Trustees in any one year from 

$3 million to $4 million and at any one time outstanding 
from Oo million co etoem Plien-. 


Reference is made to Exhibit A of the Registrant's Proxy 
Statement filed with the Securities and Exchange Coitaission 
on March 31,1978. tor the fu vectextorethe Pian swarei 
amendments. 


There were 8,778,863 affirmative votes on this matter and 
13,207 negative votes. 


(ii) Restatement of By-laws 


The shareholders of the Registrant sanctioned By-law 42 
repealing all former by-laws of the Registrant with tne 
exception of By-law 20 and further sanctioned By-law 

CBCA I, the new general by-law of the Registrant providing 
for meeting of shareholders and directors. 


Reference is made to Exhibit B of the Registrant's Proxy 
Statement filed with the Securities and Exchange Commission 
On Marcha os) LO /oehOrstnemlUlielext sOle by LaWea zai 

BY =aw CHC Ag. 


There were 8,783,313 affirmative votes on this matter and 
8,147 negative votes. 


ITEM Il = INDEMNIFICATION OF DIRECTORS#AND OFFICERS 


Reference is made to the Registrant's Officers and Directors 
indemnification insurance policy cover note together witn 
standard form of policy previously filed with the Registrant's 
registration statement on Form S-l1, Commission File No. 2-32129. 


ITEM 12(a) 1 - FINANCIAL STATEMENTS AND SCHEDULES 


GENSTAR LIMITED 


Company Consolidated 
Page Page 
Report of Independent Chartered Accountants.........e.. soood F-1 F-1 
Financial Statements 
Statements fot iTncome.... 0. «a Meatclie oe Limes wane. ae . See F-2 F-18 
Balance Sheers. cans opecdecsts be etre ce REO Eo onin . ‘F-3 F-4 Fe19 F-20 
Statements or eChanges’ ins FinaneralePosTELonaeteee cere eeeee Dn EO F-21 F-22 
SELES NE) Che INsieebipyel WebombelettG gon 5ooane aoc goun5ba0o400b F-6 F-22 
Sj CaLenentseOiesnarenolders mig ty serctesteetete tetecierntsrieter tet = = 
Notes itomhinancial sStatement Sistas elec ctete « slerothelaie sr aeters Celok ent niay a Mia l7, F-23 F-33 
Resukesmpymlndist rial GalCer otaver erie siterteereicioiiclderercirrerierle , ~ F-34 F-37 
Supplementary Replacement Cost Information..........0..e06 - F-38 F-39 
Schedules 
III - Investments in, Equity in Earnings of, and Dividends 
Received from Affiliates: 
For the year ended December 31, 1978........... S-l S-3 S-l S-3 
For the year ended December 31, 1977........... S-4 S-6 S-4 S-6 
IV - Indebtedness of Affiliates - Not Current: 
For the year ended December 31, 1978........... S-7 S-7 
For the year ended December 31, 1977.........-. S-8 S-8 
V - Property, Plant and Equipment: 
For the year ended December 31, 1978........... s-9 s-9 
For the year ended December 31, 1977........... S-10 s-10 
VI - Reserves for Depreciation, Depletion and 
Amortization of Property, Plant and Equipment: 
For the year ended December 31, 1978......... ate Soll S-11 
For the year ended December 31, 1977........... S-12 S-12 
VII - Intangible Assets: 
For the year ended December 31, 1978........... S-13 s-13 
For the year ended December 31, 1977........... S-14 S-14 
XII - Valuation and Qualifying Accounts and Reserves: 
For the year ended December 31, 1978........... s-15 S-15 
For the year ended December S15 E97 see csicicicle ele S-16 S-16 
Mil be Capltateshares: 
INGY Ele Wyeve(aulyere Sly WV eagnsnontacnopoogcaoeog Mollie “Saks S-17 S-18 
XIV - Supplementary Income Statement Information: 
For the year ended December 31, 1978........... s-19 s-19 
For the year ended December 31, 1977.......... S-20 S-20 


THE 
FLINTROTE 


COMPANY* 


F-44 
F-45 F-66 
F-58 F-61 


F-61 F-65 


Schedules other than those listed above are omitted for the reason that they are not required or 
are not applicable, or the required information is shown in the financial statements or notes 


thereto. 


Columns omitted from schedules filed have been omitted because the information is not applicable. 


*The Flintkote Company constitutes a significant investee of the Registrant and that company's 


financial statements and schedules have been included in this report. 


The information has been 


reproduced from The Flintkote Company annual report on Form 10-K as filed with the Securities 


and Exchange Commission, Washington, D.C. on March 30, 1979. 


Neither the Registrant nor their 


independent chartered accountants take any responsibility for the accuracy or completeness of 
the financial statements and schedules as they did not prepare, review or approve such information. 
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ITEM 12 (a) 2 - GENSTAR LIMITED EXHIBITS 


1. 


ate 


Copy of a Certificate of Amalgamation dated March 31, 1978; 
Copy of a Certificate of Amendment dated October 31, 1978; 
Copy "of GasCertiiivcate or Amalgamation dated vanuary =o 


Copy of Amendment Number One to Registrant's Canadian 
Employees! Stock Savings Plan; 


The Registrant's quarterly reports on Form 10-Q for the 
quarters ending March 31, “June-30 and “September 31; 1978, 
Commission File Number 1-6063 are incorporated herein by 
reference; 


The Registrant's reports on Form 8-K for the months of 
November and December 1976, Commission File Number 1-6063, 
January 1977, Commission File Number 1-6063 and September 
1978, Commission File Number 1-6063 are incorporated herein 
by reference; 


The Registrant's Officers and Directors indemnification 
insurance policy cover note together with standard form 
of policy filed with the Registrant's registration state- 
ment on Form S-1, Commission File Number 2-32129 is 
incorporated herein by reference. 


Bc se 


ieCtEMoes oe COS 


The Registrant has filed with the Securities and Exchange 

Commission a definitive Proxy Statement on March 30, 1979, 
pursuant to Regulation 14A. Therefore, Items 13 to 15 are 
omitted. 


SIGNATURE 


Pursuant to the requirements of Section 13 or 15(d) of the 
Securities Exchange Act of 1934, the Registrant has duly caused 
this report to be signed on its behalf by the undersigned, 
thereunto duliy*authorized: 


GENSTAR LIMITED 


- 


Douglas A.\Love 
Assistant Secretary 


Per: 


Dated March 30, 1979 
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REPORT OF INDEPENDENT CHARTERED ACCOUNTANTS 


To the Board of Directors 
of Genstar Limited 


We have examined the financial statements of Genstar Limited and the 
consolidated financial statements (including the results by industrial category) 
of Genstar Limited and subsidiaries as at December 31, 1978 and 1977 as set . 
forth on pages F-2 through F-3/7 , and the individual and consolidated schedules 
as listed in reference to Item 10 of the Annual Report to the Securities and 
Exchange Commission on Form 10K pursuant to regulations under the Securities 
Exchange Act of 1934, as set forth on pages S-l through S-20 of this report. 
We have also examined the results by industrial category for the years from 
1974 to 1976 included on pages F-34 and F-35 . Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


In our opinion, these individual and consolidated financial statements 
present fairly the financial position of Genstar Limited and the consolidated 
financial position of Genstar Limited and subsidiaries as at December 31, 1978 
and 1977 and the individual and consolidated results of their operations and 
the changes in their financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a consistent basis. 
Also, in our opinion, the results by industrial category referred to above are 
presented fairly in conformity with generally accepted accounting principles 
applied on a consistent basis. 


MONTREAL, Canada ee 


February 21, 1979 CHARTERED ACCOUNTANTS 


GENSTAR LIMITED 


STATEMENTS OF INCOME 


For the years ended December 31, 1978 and 1977 
(thousands of Canadian dollars) 


eo oe rs Oo — eee 


COSTS AND EXPENSES 


COSLe OL, Salese cs. ce San oherete s : 
Selling, general and administrative.. 
Depreciation, depletion and amortization...... 


Interest on long-term debt 
OCHEr INCETES tis. weiss « 


INCOME BEFORE INCOME TAXES 


Provision for income taxes 


(GUIEGET ererctetetelelcld celeteelelene creteretere 


Deferred... eeeoveee @eeeeeee7ee eee 


NET INCOME FOR THE YEAR... 


eeeeree 


1978 
BOD. 102 
377.009 


400,231 


250,669 
43,660 
20,585 
14,750 
19,637 


349,301 


3059350 


(1,400) 


20,309 


18 , 900 


S 932,030 


1977 
148, 137 
28 ,439 


176,576 


HOORIS5 


choy Fs US) 


24,539 


(1,866) 
SHE 


L918 


$ 22,626 


GENSTAR LIMITED 


BALANCE SHEETS 
As at December 31, 1978 and 1977 
(thousands of Canadian dollars) 


Note 
Reference 1978 1977 
ASSETS 
CURRENT ASSETS 
AGC COURLGmEECCCIVAD Cumg Pade acu pacs a marcas 124,942 | 42,699 
L-) StubDSiicdicd he Serseeeners eoeeee 16,540 24,826 
ImVentori es. . Pcie ss ts <-.0e atale erica oo careers 5 104,617 55,495 
Advances to subsidiaries..... a a cetecatals ae eueteiehare 118 ,427 88 , 960 
364,926 211,980 
DEVELOPMENT LAND AND MORTGAGES..........00 = 4 68,427 29 132 
INVESTMENTS 5 
Subsidiaries. eoeeoeeee? @ee0e32e8#? eeee3oeee¢ee @eeoeeene#ee#eee#?8e8e 409,449 lo 20 
(BYR ES =p epee SIN bs (Bh iy eR a I er ad all ee5s25u5ee?e eee 18, 109 TASER, 
WL aS IO 259,917 
FIXED ASSETS id 
Properties, plants’ and equipment... .c. + «see 3805076 217-5452 
Accumulated depreciation and depletion....... 107,649 54,894 
2. Dale iT, 16.25.90 
ENTANGIB Li AS SET Si. a rele eater hart ete F : : 8 35, 198 29,682 


Sl L Lessee $686,269 
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Note 


Reference 1978 1977 
LIABILITIES 
CURRENT LIABILITIES 
SnoOrl=CermeDOrLrowineSs sees noes tesa te Sse 9 43,934 78,656 
AGEOUNES pDayaD Le atente phew eer nss wets es ae 79,614 38,641 
VOIDS FLARES ic a! fake eh ave oi gate aieietete eS atone rae ‘ 38 , 922 4,754 
Advances relating to land inventories..... 14,070 35015 
CULTent DOLE LONGO fade Dis. pecncnueneucy aeeeereniaate a 10 LGsLOS esi 
192,645 153,02 
LONG-TERM DEBT........ PORVOO ROMER, CEpeCEN.cHcMRCH EC 10 ogy fs gh HO 2337, 935 
DEFERRED PREVENUE Gs ccc sc ccc elorelotene ters Ouadds ibe 62,906 - 
DEEPER oD PLNGOMU LAX < s:0lcisiete © «si slera eta tereis eine 75,700 28,502 
606,352 3955939 
SHAREHOLDERS! EQUITY 
PRE RE EREDLSHAR So itiar det Vines ena bg ila 130,291 13182 
COMMON SHARES AND CONTRIBUTED SURPLUS..... 11 190, 564 1795393 
RETAINED EARNINGS... ccccccvsosees yon oOOu LIORIZ9 97,825 
511, 784 Z90F330 


og Bed bs Welle, Wous) $686,269 


SNe ———————eeeeeeeeeee__________________ nnn 
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GENSTAR LIMITED 


STATEMENTS OF CHANGES IN FINANCIAL POSITION 
For the years ended December 31, 1978 and 1977 
(thousands of Canadian dollars) 


Note 
Reference 1978 O77 

SOURCE OF FUNDS 
NET INCOME FOR THE ‘VATA Rote vorcitereteneteretorencnerciere eee0aee%¢e#? eee 32,030 22026 
ITEMS NOT AFFECTING FUNDS 
Depreciation, depletion and amortization...... wears 20,59) D 0,9 
Gain on sales of revenue property investments..... (9,039) - 
Deferred income) taxes.) ....e.e as Niegradc aeRO 20,300 SMES) 
Deferred PEViETiU Civetelateleteleteletelleleleteteteletateietel ee ie etetereleleiciere (65015) a 
OCHS ras oer ele eee ote eeoee42s2e#e? @eeeoevoeveeev ees eee @ 25476 (Ci ka sy 
FUNDS MROMPTORERATILONS sco teteletekectetoterieteteriol eiicisiterererrere D045 957 312105 
AMALGAMATION OF SIUB'S THD TA RAGE Sleveteve teks te tetelte le eters ce eve ele 2 T0627 5.1 322 046 
FORMATION OF PAR TINE ROLLE. os cteveiateletelece elate atecevetstereletshere dis ROS ay 
SALE OR REDUCTION OF 
INViESEMENES. Bete certs ee 6% @eeeee eecoeeeeseeeeseeeweweeseeeest @ Gere 7 oo Wii WSs) 
Fixed assets... eeee7ee @eeoeeeeoeeeeseeeeeeeeteeeeeneeeeeeee @ 621 338 
Development land, mortgages and revenue properties Shey! 3,459 
LSSUE OF 
Mortgages, debentures and long-term debt.......... 64,030 96 , 200 
Capital SELOCK Heke eels oo bile omee eee et ae nee PS eeee8?e eee kd UI sheseggiag WA 6, 968 

5335594 ayy epee OS 
APPLICATION OF FUNDS 
PURCHASE OF 
Investments..... eoeeee¢e @eeeoeoeeoeoee9enteeneenveseee eeeetee7#s25ee7#e?8e?e@ So LOmo, U2 49,474 
BLXGOVASS CES atc c atesle.e shores ef ereterd leks el plete re siete aicie etetone eiete Bo a0 70,569 
Development land and mortgages.......... Hi otetn oon 10 Se itk - 
PAYMENT OR REDUCTION OF 
Mortgages, debentures and long-term debt.......... 615334 Talo 
DLVicdencde’s wre sero cere oohe ol erstototererre wets sivelerets er alep areca are 2053 len776 

439,990 146 ,604 
WORKING CAPITAL 
Increase for the year.....ecsccscce a tavelaicens are evetere ere 93,403 30,705 
At. beginning Ofsyedri i. cco. chev eiilerctetaralctevstetensts ere 78,478 ay BTS fis 
At end Os yYeart..ece @-e-16 (6.6 eeeoeseeveeee7, e2eeeeeeeeeeeee eeee3#2e Sb AL steteyik S$ 78,478 


GENSTAR LIMITED 


STATEMENTS OF CHANGES IN FINANCIAL POSITION 


(Continued) 
oye 1077. 
CHANGES IN ELEMENTS OF WORKING CAPITAL 
CURRENT ASSETS Increase (Decrease) 
Accounts receivable = trade @eeeeveaee eeeveveeeee eevee eevee eeveveev eo @ S2.243 20,640 
a) SUDSLOLAL LES a tetete cuetsve a orreteteteters eeoeevee ee (8, 286) 24,826 

Income wa XeSieatene eeeee#e @eeeee72e0e? eeee7#ee#e eeeeoeeee#e#e @eeeeeeeseee7#ee#e? “a (Poe) 
Inventories @eeeeeeve eeeeee eeeeeeeeeereee @ eeeeeeeeeeeeeeeeeeeee @ AGS Joe hd 92 SZ”. 
Advances to SUDSLOLAGLGS oe ce cutteten ooh ees Sooo ait ase 29,467 0, 3902 

152, 240 85,890 
CURRENT LIABILITIES Increase (Decrease) 
Short-term BOLLOWLN SS a cisisiate siercists eres eeeveee eeosvceeveeveoeeeoe ee ee ee (G45722) Siege 
BECO MNCS Daya. le. 61 ea sien+ at treboeveaee a shies rails boa Geter tee 40,973 1), 24. 
Mite Ger CORCG Ma Le cise elate Sraterete (ostorerenetsatete anette AP etic Ga me ELD 4,754 
Advances relating to housing and land inventories........ mare iy 6 pe ow) be te bes) 
Current portion of long-term debt..... ais aber sienavere: ctete terete eietatererare 8,369 (737) 

59, 145 55, 10D 
INCREASE IN WORKING CAPITAL FOR THE YEAR........- BEL es tree CE AOS $30,705 
STATEMENTS OF RETAINED EARNINGS 
For the years ended December 31, 1978 and 1977 
(thousands of Canadian dollars) 

Note 
Reference 1978 Lora 

BALANCE - BEGINNING OF YEAR. .ccvescewccsce oie 97 5825 29206 
Amalgamation of subsidiaries.....ccccccercece 2 83, O27, 64,769 
Nets ti ncomesfor CReey Catia, vietelelatetele loin cetele hs beets te 32 5030 Z2.K020 

2AZeooe LissooL 
Dividends - preferred shares...... planer elel sneieve tote “17 30 

a common GHATS trae 6 ee lorevenern s.slere c eters BE has Fhe) TT eOLD 

Zig 55 Le p76 

BALANCE Lad END OF VHA Rivtete atedoheke ote ooeoeeoeoerevee eecee $190,929 S 97,825 
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GENSTAR LIMITED 


NOTES TO FINANCIAL STATEMENTS 


For the years ended December 31, 1978 and 1977 


ile SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Interest Costs 

Interest costs related to land 
development inventories and the 
construction of fixed assets are 
charged to income as incurred. 
Interest costs related to specific 
debt used to finance long-term 
development land are capitalized. 


Inventories 

Inventories are valued at the lower 
of cost or net realizable value, 
Cost of manufactured goods is de- 
termined principally on the first- 
in first-out basis and includes all 
overhead elements except depreci- 
ation. Cost of land inventories 

is determined on a specific item 
basis and includes services such as 
roads, sewage and water systems on 
land under development. 


Land inventories are those parcels 

which can reasonably be expected to 
be sold within the five-year opera- 
ting cycle of the land development 

business. 


Development Land and Mortgages 
Development land is stated at cost, 
including property taxes and inter- 
est on specific debt, and comprises 
land which is not expected to be 
sold within the five years subse- 
quent to the balance sheet date. 


Fixed Assets 

Properties, plants and equipment are 
carpiedwat..cost., .—Expenditures,.fox 
additions, improvements and renewals 
are capitalized and expenditures for 
maintenance and repairs are charged 
to income. When assets are sold or 
retired, their cost and accumulated 
depreciation or depletion are removed 
from the accounts and any gain or 
loss resulting from their disposal 
is included in income. 


Depreciation of plants and equipment is 
provided by annual charges to income 
on the straight-line method based on 
estimated useful lives ranging from 20 
to 40 years for plants and from 5 to 

25 years for equipment. Mobile equip- 
ment depreciation is based on time 
utilization after allowing for esti- 
mated salvage value. Depletion of 
quarries and gravel deposits is cal- 
culated on the unit of extraction method. 


Investments 

Portfolio securities are valued at the 
lower of aggregate cost or net reali- 
zable value. 


Joint ventures are accounted for on the 
equity method with the company's share 
of income included in revenues. 


Intangible Assets 

Intangible assets arising from acquisi- 
tions include the excess of purchase 
price over the net book value of iden- 
tifiable assets at the date of acquisi- 
tion for business combinations prior 

to November 1, 1970 and the excess of 
purchase price over the fair value of 
identifiable net assets at the date of 
acquisition for business combinations 
subsequent to that date. 


Amortization of amounts relating to ac- 
quisitions subsequent to November 1, 1970 
is charged to income on the straight- 
line basis over forty years. Unamortized 
amounts are charged to income in the 
event of diminution in value. 


Revenue Recognition 

Revenues from the sale of manufactured 
products are recognized upon passage 

of title to the customer which generally 
coincides with their delivery and ac- 
ceptance. Revenues from the sale of 
land are recognized in the period in 
which the transactions occur provided 


NOTES TO FINANCIAL STATEM=NTS 
(Continued) 


Le SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 


the earnings process is complete 
and collectibility of the proceeds 
is reasonably assured. Revenues 
from the sale of revenue properties 
are recorded net of the related 
EOSt, 


ag AMALGAMATION OF SUBSIDIARIES 


During 1978, the company amalgamated following assets and liabilities re- 
with several subsidiaries. placing the company's investment in 
These transactions resulted in the the subsidiaries. 


(thousands of dollars) 


Assets 
Networking capital’ in cates ca secrete eee oe 106,731 
Development land, mortgages and properties.. 79,894 
TOV SEMEN CSS 2 ale showielews chet Ww mini Glee ee ee ieee 60,465 
BEMEC. ASGCUSs. os \s,0.¢.0'0 aioe ie ae abeieds 9 ele alee o>stehelane 45,316 
292,406 
Liabilities 
Mortgages and debentures relating to 
development land and properties.......... Sosy ys 
Lompeterm, debts 4. <sysicntisiis «Siieit «ssc tet +0 221943 
DELecredkereVeNUG. 25.56 bisteces euciets 6 6.0016 6 clei e oce ep Boe 
De ferredss nCcomes CAXES als sre wiley or ele cle 0.0 Stile «0 26,934 70, 508 
INGE Tanguble’ ASSECS Art cts Mee o's totale otal lets to tetale tale 2Z2158'98 
Post-acquisition earnings of subsidiaries.... (O54 27 ) 


Excess of original purchase price over the 
net book value of assets of amalgamated 
subsidiaries accounted for on a purchase 


joveks Moir, oe Aer re OO nO hero. tO oO OER FOO UOT Swe, 
Post-acquisition increase in contributed 
surplus of amalgamated subsidiaries........ (136 ) 


Elimination of Investment in Subsidiaries 
Amalgamated. ..ccccccccrsccccrevccrvsrecceves $144,628 
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NOTES TO FINANCIAL STATEMENTS 
(Continued) 


Bh INVENTORIES 


Finished POO sleic a actae ine co nteictene cle stereo etane 
Raw materials and supplies 
TsaATeC sretereiererete ete 


Maintenance, and “repair Dares. ..«ss csiels sees 


Land inventories include raw land 
of $45,121,000 at December 31, 


4, DEVELOPMENT LAND AND MORTGAGES 


Development land.......... 
MOTE GASES 655 «as 0 olalete © nis stale wie os teitele te 


oe INVESTMENTS 


Subsidiaries -—siares es. cae ete eee cere 
= AqgVanceSt eee. chen 


PORGEOMUONSeCCUGLELeCSE—maleCcosier 


eeeceeeeeee 


Joint ventures - at equity (Note 6)......... 


Advances™to. stocki purchases plan’... e 


These financial statements have been 
prepared for purposes other thaa 
presentation to shareholders. The 
accounts of subsidiaries have 

not been consolidated herein nor has 
the company's proportion of the re- 
sults of operations of subsidiaries 
been reflected in net income for the 
year. Information as to the current 
and past operations of subsidiaries 
is as follows: 

(a) The company's prevortion of 
aggregate net income of sub- 
sidiaries for the current 
vyeare is! S50,0374 000. 
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@eeeeeoeeeeereeeeoeeeoeeeeeeeneee 


eeoeoeeeveeeeeeeeveeee 


1978 TT. 


(thousands of dollars) 


eceoeoeveseeeereeveee 15, O.L4 9,856 
eeoeceeeeereeceoesee 23,099 9,063 
eeorccersoeeeeee Sh aipyy sey k 61,009 
eoeeeoereeeo ee eee Tipe J Daisy | 


$104,617 $55,495 


1978 and $15,632,000 at December 31, 
1977. 


LVS LO77 
(thousands of dollars) 


Sot FNS SS wt. ‘ 41,894 21,095 
eeeee8e e e@eee0e e 265D39 W037 
$68,427 = $22, 132 

1978 1977 


(thousands of dollars) 


eee ee e e ee 197,164 15976745 
: el che curtis ots 242'120) re we) 
409,449 251,920 

e e e eoeee Pe Oo 416 
eceovcee eoe e 6,047 amy 
eeeaeeeeeaweeeee eevee Meike) 750 1 
$427,558 SPAS We ea kT) 

(b) For the current year, dividends 
from subsidiaries of $11,385,000 
are recorded as income by the 
company. 

(c) After giving effect to the cur- 
rent year's amalgamation, the 
company's proportion of the ag- 
gregate undistributed net in- 
come of subsidiaries 
since their acquisition is 
$57,640,000 as at December 31, 1978. 

(d) Unrealized inter-company net in- 


come, on transactions with and 
between subsidiaries was 


$5,093,000 as at December 31, 1978. 


NOTES TO FINANCIAL STATEMENTS 
(Continued) 


6. JOINT VENTURES 


During 1978, the company either 
formed or acquired by amalgamation 
several non-consolidated joint 
ventures which are engaged primarily 


(thousands of dollars) 
Net Assets Employed 


Current assets 94,445 
Current liabilities 12,244 
Working capital 823201 

Fixed assets, revenue 
property and land 111,241 
SLOa, nae 

Operations 

Revenues Sy era) 
Expenses 37,862 
Income before taxes Sear lS 253 


The company has agreed to purchase land 
from a partnership in sufficient quan- 
tities to enable the partnership to 
meet its principal aad interest require- 
ments on certain loans if the partner- 
ship is unable to do so from its own 
resources. These loans amount to 

U.S. $90,000,000 and Canadian 
$55-910)/000 sat-95-757g-maturerinel993 

and require the following payments of 
principal over the next five years: 


in land and housing activities. 


The following is a summary of the net 


assets and operations of these investments: 


(thousands of dollars) 


Financed By 


Long-term debt 1325503 
Equity and advances by: 
Other partners Zo 7 LL 
Subsidiaries of the 
company LD yOG9 
The company Py 
$193,442 
Allocation of income 
Other partners 2,495 
Subsidiaries of the 
company D,OOL 
The company 9,001 
S$ 13,458 
1979" = $852,000; 1980 -= $837,000; 


1981 - $816,000; 
1983 *29355°/25, 000. 


1982 - $525,000; 


In general, liabilities of joint ven- 
tures are secured by pledges of the 
related assets and at December 31, 
1978, assets exceeded liabilities in 
all joint ventures. 


NOTES TO FINANCIAL STATEMENTS 
(Continued) 


The FIXED ASSETS 1978 


Accumulated 
depreciation 
and depletion 


___ Cost 

Plant §S1tes's Vasa dietelt+< 7,934 
Quarries and gravel 

deposits... a... .+.cie ver 8,491 

Buildings... sdersle staeielers 64,766 

Machinery and equipment 248,885 

$3.3.0:.0 16 


Included in 1978 depreciation expense 
is an amount of $9,000,000 reflecting 


8. INTANGIBLE ASSETS 


LOR? 


Accumulated 
depreciation 


Cost and depletion 
(thousands of dollars) 


3 3,877 2 

1,840 5,694 1,002 
19253 53,603 £39837 
86 , 556 154,278 40,055 
$107,649 8217452 $54,894 


the reduced utility of certain assets 
of the chemical division. 


TO Tal, 


(thousands of dollars) 


Intangible assets arising from acquisitions......... weee's 33¢:350 2/5876 
Deba mGdS COUNT, a. occ sree ches attuned ocreits 3 6 eo 0. e GhermnePUNPePeNeMe c © cra 1,848 2,206 
$35,198 $29,682 


Intangible assets have increased by 
$5,893,000 after the amalgamation of 
subsidiaries. Accumulated amorti- 


9. SHORT-TERM BORROWINGS 


Bank advances..... 


Unsecured bank lines of credit amounted 
to $163,550,000 at December 31, 1978; 
including $75,000,000 maintained for the 


@eeeeevoeeveeeeeoeeeeeeveeeeee 


SHOre=Cerm, PLOMLSSOLY enOLES. aes ose creisicns 


zation amounted to $150,009 at Decem- 
bernsil ~eLo7Standreo S1307500! atthe 
‘date of amalgamation. 


1978 sh i 


(thousands of dollars) 


er ae ae aise 770 8,321 
sien o oa oS ORE 43,164 70,335 
$43, 934 $78,656 


issue of short-term promissory notes 
authorized in the same amount. 
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NOTES TO FINANCIAL STATEMENTS 
(Continued) 


10. LONG-TERM DEBT 1978 eld ht) 


Current Current 
Portion Total Portion pao ael 


(thousands of dollars) 


First mortgage sinking fund bonds 


D=1/ Gis LOtOn CUE LO LISS ee, oe Suk LV 533 270 117312 
Debentures - 
TO." due to l9st” (U.S 
2. O00 O00 )iestag anette eee eer tee 1,200 30,000 1 00 27,509 
LOz7 due in 1980.. eeoeeee456e eeoeve ee oa 20,000 = 20,090 
be O st peCUS eto, LID os. ts oe ete ite Ne 1,500 ks jets Ye TF452 ZO, 92 
7 pe CUCHL OL IID ect ata et cette ora Z, 200 50, 000 25509 50,000 
64% convertible due in 1988 
CU oer OL tO, O00) a. ca sec ects = 17,280 . = 
Term bank loans at prime rate plus 
3/4% due in VO SO ars srexetate eoeeeee eee a 30,090 a 30,000 
64% to 94% mortgages on land due 
LOee IOS s os emsnsurgsret 4 4.0/0 0biviots eieivieieiels 9,403 18,807 desl oye y7/ 4,912 


11%% note to a subsidiary company 
due to 1993 e@seeeeeee c@eeoeew eee eee on 83,000 = 66,200 
Non-interest bearing to 10%% due 


Go 1990.) okom . hives oc tices Cs cele Om) e190 Lae es OCS Li] ee eee 5 
16,105 291,206 V7 36 241,671 
CUFEENE. DOLELON wis «here eye ecogsicte spouse 165,805 Thea es\s) 
Soe OD SZ ioe lOL Si ie/ 36 S2305999 
A portion of the properties, plants Until the due date of a term bank loan 
and equipment of the company aad its in 1980, the company may repay all or 
subsidiaries is pledged as security any part without penalty and redraw up 
for the first mortgage bonds. De- to a maximum amount of $50,000,000. 
bentures are secured by a floating At December 31, 1978, $30,000,000 of 
charge on the assets of the company. of short-term borrowings have been 
Trust indentures pertaining to the classified as a term bank loan. 
i age bonds and debentures 
a eat, etd ek acts covenants cover- The following payments are required in 
ing the issuance of additional debt the Mess five years to meet long-term 
and the payment of dividends. debt instalments and sinking fund 
provisions: 
1979 6 =) S'1L64, 105,000 
1980 2% #559,,b1b5000 
1981 - $34,420,000 
1982 - $ 6,003,000 
1983. - S$ 9,764,000 
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NOTES TO FINANCIAL STATEMENTS 
(Continued) 


11. CAPITAL STOCK AND CONTRIBUTED SURPLUS 


Authorized - 


5,000,000 preferred shares - without nominal or par value issuable in series 
of which 457,978 are designated as Series A 
$1.10 cumulative convertible, 1,205,970 are 
designated as Series B $1.20 non-cumulative 
convertible and 1,726,476 are designated as 
Series D $1.50 cumulative convertible, all of 
which carry voting rights and are redeemable 
from $20 to $24 each subject to various 
conditions, 


20,000,009 second preferred shares 


- without nominal or par value issuable in 
series of which 1,000,000 are designated 
as Series A cumulative non-voting and 
non-convertible at the stated value of 
U.S. $100 each. 


Common shares - an unlimited number without nominal or par value. 


Issued and fully paid - 


Preferred shares - Series A....... <% 
= OCELES Dateteictsaece 
= S@rlLeSi Geshe «.« 6.66 
mie GOT LC Sitio lehata: oa 5h0 


Second preferred shares - 


Sel teceha Us osn LOU. 000,000)... + ss 


In accordance with the terms of 
issue on December 31, 1978, all 
issued and outstanding Series C 
preferred shares were converted 
to Series B preferred shares. 


The Series A second preferred shares 
bear cumulative variable-rate divi- 
dends based primarily on the London 
Inter-Bank Offering Rate. As at 
December 31, 1978, the dividend 

rate was 6.53 per tcent? 


_Shares 


1,000 
1,514 


. 13,416 


13,416 


1978 “ pan x7: 

___Amount Shares Amount 
(thousands) 

143 8 ‘olf 

5,884 yaa 5,416 

os 43 863 

4,264 334 6 ,686 

120,090 - - 

1 0r2o 4 656 ile lg ys 

1695070 PS Soy [| L728) 71 

alo eye's 

$190,564 Leo, Sipe weet 


These shares are redeemable at U.S. $103 
and U.S. $102 during the years ended 
October 31, 1980 and 1981 respectively 
and at the option of the holder the 
company will repurchase, at par, a maxi- 
mum of 330,000 shares on each of Nov- 
ember 1, 1936 and 1937 and any balance 
outstanding on November 1, 1988. 


Common shares are shown after deducting 
806,151 shares at their issue price of 
$15 per share, which were received as a 
result of previous shareholdings in 
companies acquired. 
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NOTES TO FINANCIAL STATEMENTS 
(Continued) 


11. CAPITAL STOCK AND CONTRIBUTED SURPLUS (Continued) 


The details of shares issued and fully paid are as follows: 


1978 ial. 
(thousands) 
Preferred 
Beginning of VOR Were ses cee o cratevstavens cvolote cicccnelé ec ¢ che state ctenetetatcuele 655 15333 
Issued at $22.50 in exchange for shares of a subsidiary... 98 58 
754 96 

Convertedlatso20 00 *to <ommonssharess......ce eect. oe. (240) (740) 
End of WiCAL enewokssencheusMenes onelehonecenetenetenetebotelcloretetel otateieioterciolere eo okeraraler sie 514 656 
Second Preferred 
Mosucdeimvetiic, yeat-at Ui S.5,.LO00, 0. sucteercto se ore etcetera 1,000 = 
Comnon 
Beginning of WiC Die aelelelelelelelenclelenalelelelelelelolototelelerelelstelsleteleleleletelsictsle (25 o7 7 1128s5 
Issued in the year - 

Atso2s,00 In exchange tor shares Of asubsidiarye..0 < - 60 

At) $20,700" onlthe ‘conversion ‘of*preferred’shares::..:.%. - 240 740 

At $7.90 to $34.60 under the purchase plan and on the 

CxeLGiL sen OL.OpcLodceadndawabnramesnis cues enero ee eee. 299 192 

End of DiS ls stetake.o efeiersnelekeher cher eherchancreteleiats cle ete lence sacle iene einfale 12,077 
Contributed Surplus 
Contributed surplus increased by shares at a premium of $2.50 per share 
$246,000 during the year pursuant and by $136,000 on the amalgamation 
to the issue of Series D preferred of subsidiaries. 
The following shares are reserved for issuance: 
Preferred 
157,050 Series D pursuant to the 
conversion of options and warrants 
granted by an amalgamated subsidiary. 
Common 1978 1977 


(thousands of shares) 


At $20.00 for the conversion of preferred shares............ 67 1 
At $9.78 to $31.50 for the exercise of optionS.....ssseseeee 48 
At U.S. $32.00 for the conversion of debentures............. 450 

1,169 


1,031 
256 


beg tend 


NOTES TO FINANCIAL STATEMENTS 
(Continued) 


11. CAPITAL STOCK AND CONTRIBUTED SURPLUS (Continued) 


Stock Option Plan 


Options have been granted whereby per cent of market on the granting date. 
common shares may be purchased by The details of outstanding options are 
employees at a price equal to 90 as follows: 
1978 
Options held by 
Directors 
& Officers Others OpELongPrace 
(thousands) 
BEGUM NOMO FaAVvCaie. «cs cctess stele ere rete etee 24 TGCS, DHISE COS 2397 
GEA COC cia shatsdaiete alors ole eis ciel! lal s slalenereleioletorets) 16 8 mc? 60ito sod .50 
EROBCL SCC.) s dared chensia + 6.6.6 sheretete cereale ets oie ev eie - (2) S1es0SRtols 16s 
EMdgiO tay Cal aj. tolets ate avec o chara ene tte areletetercre ovetone 40 SS. Oe GEC ORs baa0 
CO 
Options held by 
Directors 
& Officers Others Option Price 
(thousands) 

Becinnine (Of Vea eerdehcdele’ Mebsidcrexmerel erele,¢ 3 18 TAS Sint, DOR Conc Ge 
Granteds isssss. once Serer tele cusdedevekelecederocckercrore 6 1 S256 97 
EXETECLSEC. c.rdcere 0 ale Reus aden er anol shel exer aienele’s.s - (8) $ 7.90 to $16.54 
End of VEAL cece veesecvserecesrsevreccccecce 24 7 So aio to S230 r 


Stock Purchase Plan 


Under the terms of the stock pur- shares for the benefit of other employ- 
chase plan trustees have purchased, ees. The participants pay for the com- 
at a price equal to approximately mon shares over a period of seven years 
99 per cent of market and hold together with interest calculated at 
300,750 common shares for the 5 per cent per annum, The shares are 
benefit of employees who are dir- held as security by the trustees until 
ectors or officers and 139,450 common full payment has been received. 


NOTES TO FINANCIAL STATEMENTS 
(Continued) 


12. FORMATION OF PARTNERSHIP 
a Tee ee a ee es eee ee ee ie 
During 1978, the company invested 

in Alberta Land Development Com- 

pany, a land development partner- 
ship, by contributing land in- 

ventory and long-term development 

land with a book value of $21,933,000 
and accounts receivable of $30,000,000 


in return for a partnership interest of 
$114,100,000 which was reduced by a sub- 
sequent cash withdrawal of $114,075,000. 
The resultant deferred revenue of 
$62,167,000 is recognized as income by 
the company as the partnership land is 
sold to third parties. 


This investment resulted in the following changes in financial position: 


(thousands of dollars) 


Source of Funds 


Development, landcontributed=torpartnership.. see eee $ 7,981 
Deferred revenue resulting from contribution of land...... 625.107 
70,148 


Application of Funds 


Investment in partnership... + 


Inerease in working capital; 


13. ADDITIONAL INFORMATION 


Prices and Income Controls 

The Canadian operations of the 
company were subject to the Anti- 
Inflation Act (Canada) and its 
regulations under which selling 
prices, margins, dividends and 
compensation were restrained until 
December 31, 1978. The company 
has complied with the controls. 


Retirement Plans 

Retirement plans exist under which 
employees are eligible to partici- 
pate after varying years of employ- 
ment and are eligible for benefits 
at age 65. Contributions to plans 
for salaried and hourly employees 
charged to income were $1,100,000 
in 1978 and $1,650,000 in 1977, 
including prior service costs. An 
unfunded liability of approximately 
$2,575,000 at December 31, 1978 is 
being funded and charged to income 
over periods up to fifteen years. 


Restatement of Comparative Figures 
Certain 1977 amounts have been 


ccoeoeoeveeeoreee eevee oe e 8 @ @ 2) 


eo@eeeeweoeveeeeeeeeeees ee eevee ee eee SUOsEZS 


restated to conform with 1978 
presentation. 


Commitments and Contingent Liabilities 
Outstanding commitments relating to the 
construction of plants and the purchase 
of equipment amount to approximately 
$18,000,000 at December 31, 1978. 


The company has guaranteed substantially 
all of the authorized bank lines of 
credit of its subsidiaries amounting to 
$204,250,000, of which approximately 
$145,800,000 were utilized at December 
Slee ol. 


Litigation 

In 1978 Genstar acquired, through open 
market purchases by a fully-owned sub- 
sidiary, more than 21.5 per cent of the 
outstanding Common Shares of The Flint- 
kote Company. In October 1978 The 
Flintkote Company commenced an action 
claiming that these purchases violated 
the U.S. anti-trust and securities laws 
and seeking, among other remedies, to 
force Genstar to sell the shares. The 
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NOTES TO FINANCIAL STATEMENTS 
(Continued) 


13. ADDITIONAL INFORMATION (Continued) 


Federal Trade Commission is also investi- 
gating the acquisition of the Flintkote 
shares. Management believes that the 
allegations are without foundation and 
has commenced to defend its position 

and move toward adjudication of these 
claims at the first possible opportunity. 


CONSOLIDATED STATEMENTS OF INCOME 


For the years ended December 31, 1978 and 1977 
(thousands of Canadian dollars) 


NOTE 
REFERENCE 1978 1977 
its) (restated) 
Revenues......—i—did.... ERAT ee fh foe 1,143,042 981,078 
Costs and Expenses 
Cost of sales and services __. es oe ee 778,054 677,934 
Selling, general and administrative 116,267 98,193 
Depreciation, depletion and amortization ................... 6 50,181 34,691 
Interest on long-term debt .. aan’ (A ee a eee 26,036 30,711 
Otheminterest vues see... v0... eee 23,896 18,519 
994,434 860,048 
Income Before Income Taxes nn. 148,608 121,030 
Provision for income taxes 13 
Current NT ny tee 40,300 45,700 
Dele rr eds Wimcrptee os ok. onc ohare oe eer ee eee 26,700 10,900 
67,000 56,600 
Net'Income for the Year |. .s.scs6. ee eee $ 81,608 $ 64,430 
Net Income per Common Share 14 
Canadian Method BASIC a bone ere eee $ 6.03 $ 5.06 
PUY Giuted cece a 5.74 4.65 
United States Method Primary .......................... * 6.01 5.01 
Fully diluted Shey Seen a ee 5.89 4.73 
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CONSOLIDATED BALANCE SHEETS 


As at December 31, 1978 and 1977 
(thousands of Canadian dollars) 


Assets 


Current Assets 


Cash and term deposits _. 
Accounts receivable 

Net assets held for sale 
Inventories 


Development Land and Properties 


Investments 


Fixed Assets 


Properties, plants and equipment 
Accumulated depreciation and depletion 


Intangible Assets 


On behalf of the Board 


Director Cg. A. Lede, Clr 


Director ae 


NOTE 
REFERENCE 


1978 


12,863 
278,075 
22,277 
462,372 


775,587 


110,014 


187,817 


626,429 
243,397 


383,032 


36,250 
$1,492,700 


AEM 


14,215 
238,316 


330,144 


582,675 


165,018 


47,527 


671,762 
254,416 


417,346 


36,654 
$1,249,220 


NOTE 


REFERENCE 1978 1977 
Liabilities 
Current Liabilities 
Short-term borrowings .. feces: ; paste 8 169,738 153,087 
Accounts payable . Ted eaeetane oe en ere neem 171,037 153,807 
Income taxes... a I. ee eae eee 13 36,432 31,191 
Advances relating to housing and land inventories |... 9 103,818 91,184 
Current portiomot Gebt.«..02....5. cee eee ee en eee 10 25,976 44,898 
507,001 474,167 
Mortgages and Debentures Relating to Development 
Land and Properties 10 18,436 74,174 
Long-Term Debt fe 10 218,109 244,043 
Deferred Revenue Pele ea Aes Re Set Aen = 12 77,756 —_ 
Deferred Income Taxes + 3 : 13 115,300 88,607 
936,602 880,991 
Shareholders’ Equity 
Preferred Shares * wy 11 130,291 ico a fees 
Common Shares and Contributed Surplus 11 180,196 169,151 
Retained Earnings 245,611 185,956 
556,098 368,229 
$1,492,700 $1,249,220 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


For the years ended December 31, 1978 and 1977 
(thousands of Canadian dollars) 


NOTE 
REFERENCE 
Source of Funds 
Net income for the year 
Items not affecting funds 
Depreciation, depletion and amortization | 6 
Gain on sales of revenue properties and fixed assets 
Deferred income taxes ” ; 13 
Gain on sales of investments 
Deferred revenue 
Other 
Funds from operations 
Formation of partnership - 12 


Sale or reduction of 
Investments 


Issue of 
Mortgages, debentures and long-term debt . 
Capital stock ....... eacol 


Application of Funds 


Purchase of 
Investments 


Payment or reduction of 
Mortgages, debentures and long-term debt 
Dividends 


Acquisition of subsidiary 


Working Capital 


Increase (Decrease) for the year 
At beginning of year este 


At end of year 
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1978 


81,608 


50,181 
(10,279) 
26,700 
(24,849) 
(12,223) 

5,056 


116,194 


97,713 


30,098 
44,798 
76,641 


77,291 
128,214 


570,949 


136,448 
52,832 
43,612 


156,026 
21,953 


410,871 


160,078 
108,508 


$ 268,586 


1977 


64,430 


34,691 

(1,687) 
10,900 
(3,291) 


31552 
108,595 


17,066 
4,605 
42,889 


40,629 
6,968 


220,752 


21,357 
107,109 
27,766 


47,369 
18,776 
4,538 
226,915 


(6,163) 
114,671 


$ 108,508 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


(Continued) 


1978 1977 
Changes in Elements of Working Capital 
Current assets /ncrease (Decrease) 
Cashvand;termdeposits\ nes. sean eee... Hee, (1,352) 1,204 
Accounts receivable Web Ores teal)... eae 39,759 49,460 
Net assets held for sale nn, enn” 22,277 — 
Inventories... ty ed Peeled: a 132,228 18,491 
Revenue properties (eal, eel Hite. ccc tek _ (100,507) 
192,912 (S0#352) 
Current liabilities /ncrease (Decrease) 
Short-term borrowings a ust 16,651 14,938 
Accounts: payabléiaieiteates. 2). etecgsh., MAR Soe 17,230 18,244 
Income taxes Aa, is 1 Sanne ses 5,241 (4,141) 
Advances relating to housing and land inventories _ 12,634 5,274 
Mortgages relating to revenue properties | Tee ke — (77,897) 
Current portion of debt... Se ee (18,922) 18,393 
32,834 (25,189) 
Increase (Decrease) in Working Capital for the Year $ 160,078 $ (6,163) 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
For the years ended December 31, 1978 and 1977 
(thousands of Canadian dollars) 
1978 1977 
Balance — beginning of year 185,956 140,302 
Net income for the year .. BERS FORE 81,608 64,430 
267,564 204,732 
Dividends — preferred shares 717 950 
— common shares ; am 21,236 17,826 
Se ee a ae ae ee ee ee ee Se ns eee 
21,953 18,776 
eI LPO. EE IS ee ee ee a Oe See 
Balance — end of year $ 245,611 $ 185,956 


eee 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


For the years ended December 31, 1978 and 1977 


The following accounting policies conform 
with those prescribed as generally accepted 
in both Canada and the United States. 


Consolidation 

Subsidiaries are consolidated either from the 
date of acquisition on the basis of purchase 
accounting or retroactively on the basis of 
pooling of interests accounting. Financial 
services subsidiaries are accounted for on 
the equity method. 


Investments in companies in which ownership 
is significant and investments in joint ventures 
are accounted for on the equity method with 
the company’s share of income included in 
revenues. 


Foreign Exchange 

Accounts in foreign currencies are translated 
into Canadian dollars. Monetary assets and 
liabilities, including long-term debt, are trans- 
lated at the current rate, non-monetary assets 
and liabilities, including inventories, at his- 
torical rates, and the resulting exchange 
gains or losses are included in income. 


Interest Costs 

Interest costs related to housing and land 
development inventories and the construction 
of fixed assets are charged to income as 
incurred. Interest costs related to specific 
debt used to finance long-term development 
land are capitalized. 


Inventories 

Inventories are valued at the lower of cost or 
net realizable value. Cost of manufactured 
goods is determined principally on the first-in 
first-out basis and includes all overhead ele- 
ments except depreciation. Cost of land and 
housing inventories is determined on a spe- 
cific item basis and includes services such 
as roads, sewage and water systems on land 
under development. 


Land inventories are those parcels which can 
be reasonably expected to be sold within the 
five-year operating cycle of the land develop- 
ment business. 


Development Land and Properties 
Development land is stated at cost, including 
property taxes and interest on specific debt, 
and comprises land which is not expected to 
be sold within the five years subsequent to 
the balance sheet date. 


Fixed Assets 
Properties, plants and equipment are carried 
at cost. Expenditures for additions, improve- 


ments and renewals are capitalized and ex- 
penditures for maintenance and repairs are 
charged to income. When assets are sold or 
retired, their cost and accumulated deprecia- 
tion or depletion are removed from the 
accounts and any gain or loss resulting from 
their disposal is included in income. 


Depreciation of plants and equipment is pro- 
vided by annual charges to income on the 
straight-line method based on estimated 
useful lives ranging from 20 to 40 years for 
plants and from 5 to 25 years for equipment. 
Mobile equipment depreciation is based on 
time utilization after allowing for estimated 
salvage value. Depletion of quarries and 
gravel deposits is calculated on the unit of 
extraction method. 


Investments 
Portfolio securities are valued at the lower of 
aggregate cost or net realizable value. 


Intangible Assets 

Intangible assets arising from acquisitions 
include the excess of purchase price over the 
net book value of identifiable assets at the 
date of acquisition for business combinations 
prior to November 1, 1970 and the excess of 
purchase price over the fair value of identifi- 
able net assets at the date of acquisition for 
business combinations subsequent to 

that date. 


Amortization of amounts relating to acquisi- 
tions subsequent to November 1, 1970 is 
charged to income on the straight-line basis 
over forty years. Unamortized amounts are 
charged to income in the event of diminution 
in value. 


Revenue Recognition 

Revenues from the sale of manufactured 
products and housing units are recognized 
upon passage of title to the customer which 
generally coincides with their delivery and 
acceptance. Revenues from the sale of land 
are recognized in the period in which the 
transactions occur provided the earnings 
process is complete and collectibility of the 
proceeds is reasonably assured. Revenues 
from the sale of revenue properties are re- 
corded net of the related cost. 


Revenues from construction and shipbuilding 
contracts are recognized on the percentage 
of completion method and any losses are 
provided for as they become known. Claims 
for additional contract compensation are not 
recognized until resolved. 
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For the years ended December 31, 1978 and 1977 


1. Net Assets held for Sale 


a Ee eR ee eee ae a eee eres ee eee ee eee 


A contract was signed in 1978 for the sale of 
the company’s cement and building materials 
assets in Eastern Canada, subject to certain 
legal and operating conditions. At the date of 
this report, the sale had not been completed 
but is expected to close in the first half of 


2. Inventories 


Finished goods 

Work in process 

Raw materials and supplies 
Land 

Maintenance and repair parts 


1979. Under the terms of the contract, the 
purchaser will buy fixed assets of these 
operations for a consideration of $32,558,000 
and will assume related long-term debt of 
$10,281,000, the net amount of which has 
been classified as net assets held for sale. 


Land inventories include raw land of $189,796,000 at December 31, 1978 and $71,619,000 at 


December 31, 1977. 


3. Development Land and Properties 


Development land 
Mortgages and loans receivable 
Revenue properties 


4. Investments 


Portfolio securities — at cost . 


Non-consolidated financial services subsidiaries — at equity (Note 5) 


Joint ventures — at equity (Note 5) 


Investment in The Flintkote Company — at equity (Note 15) 


Advances to stock purchase plan 


Portfolio securities include marketable shares 
of $33,040,000 at December 31, 1978 and 
$11,260,000 at December 31, 1977 with market 
values of $48,000,000 and $15,000,000 
respectively. 


1978 1977 
(thousands of dollars) 
39,714 25,286 
107,982 A0TS22 
Be 29,384 32,525 
274,219 157,654 
11,073 13,357 
$462,372 $330,144 
1978 1977 
(thousands of dollars) 
76,219 94,484 
33,795 34,145 
— 36,389 
$110,014 $165,018 
1978 1977 
(thousands of dollars) 
50,087 21,521 
21,250 — 
ois «se UCR OS, GAG: A WEES 45,406 18,425 
61,935 as 
9,139 7,581 
$187,817 ee ASE ae 


Included in investments is approximately 
$13,000,000, relating primarily to the excess 
of the cost of financial services subsidiaries 
over the fair value of identifiable assets at 
acquisition, which is being charged to income 
on a straight-line basis over forty years. 
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(Continued) 


5. Joint Ventures and Non-Consolidated Subsidiaries 


The company has several non-consolidated 
financial services subsidiaries and is a 
partner in a number of incorporated and 
unincorporated joint ventures which are 


Net assets employed 
Current assets 
Current liabilities 


Working capital Eee 


Fixed assets, revenue properties, land and other... 


Financed by 
Long-term debt and other 
Equity and advances by other partners 
Equity and advances by the company ......... 


Operations 
Revenues 
Expenses 


Income before taxes _. 


Allocation of income 
Other partners ; , ; 
Company 


The summary of net assets and operations for 
1978 excludes several marine and revenue 
property joint ventures which have been sold. 
Included in the 1977 summary are net assets 
employed of $82,481,000, long-term debt of 
$62,335,000 and the company’s share of 
income before taxes of $3,231,000 related to 
these ventures. 


As ageneral partner in certain unincorporated 
ventures the company is contingently liable 
for the other partners’ share of liabilities of 
$43,000,000 and as a limited partner in other 
ventures is guarantor of partnership liabilities 
of $50,000,000. 


engaged primarily in land and housing, con- 
struction and financial services activities. 
The following is asummary of the net assets 
and operations of these investments. 


Financial 


Services 

Subsidiaries Joint Ventures 

1978 1978 1977 
(thousands of dollars) 

mre 18,341 305,149 138,091 
Rnd Bs? 21,173 198,221 101,988 
hh (2,832) 106,928 36,103 
22,838 166,533 121,339 
$ 20,006 $273,461 $157,442 
rater 10,521 161,262 85,567 
_— 44,531 31,368 
bln date 9,485 67,668 40,507 
$ 20,006 $273,461 $157,442 
Pree 1,716 209,792 190,264 
1,606 168,312 166,493 
$ 110 $ 41,480 ES 2 iw | 
My — 18,149 14,221 
110 23,331 9,550 
$ 110 $ 41,480 Gres il 


In addition, the company has agreed to pur- 
chase land from a partnership in sufficient 
quantities to enable the partnership to meet 
its principal and interest requirements on cer- 
tain loans if the partnership is unable to do so 
from its own resources. These 9.75 per cent 
loans amount to U.S. $90,000,000 and Canadi- 
an $5,910,000, mature in 1993 and require the 
following payments of principal over the next 
five years: 1979 — $852,000; 1980 — $837,000; 
1981 — $816,000; 1982 — $525,000; 

1983 — $5,725,000. 


In general, liabilities of joint ventures are 
secured by pledges of the related assets and 
at December 31, 1978, assets exceeded liabil- 
ities in all joint ventures. 
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6. Fixed Assets 


Plant sites LES Gee He 
Quarries and gravel deposits 


Included in 1978 depreciation expense is an 
amount of $13,000,000 reflecting the reduced 


1978 


Accumulated 
Depreciation 


ISR Me 


Accumulated 
Depreciation 


Cost and Depletion Cost and Depletion 
(thousands of dollars) 

16,176 —_ 16,918 — 

15,261 3,286 26,190 3,703 

93,669 43,637 109,207 35,431 

501,323 196,474 519,447 215,282 

$626,429 $243,397 $671,762 $254,416 


utility of certain assets in the chemical and 
marine divisions. 


7. Intangible Assets 1978 1977 
(thousands of dollars) 

Intangible assets arising from acquisitions ............0...00......... 34,386 34,474 
BebtdisCOunt).4.. arntre ete ee aa oe bee eee ed, kD a 1,864 2,180 
$ 36,250 $ 36,654 


Intangible assets arising from acquisitions 
subsequent to November 1, 1970 amounted to 
$2,672,000. Accumulated amortization thereon 


8. Short-Term Borrowings 


Bank advances 
Short-term promissory notes 


Bank lines of credit at December 31, 1978 
amounted to $367,800,000, including 
$75,000,000 maintained for the issue of short- 
term promissory notes authorized in the 
same amount. Commitment fees on the bank 
lines are not material. Average short-term bor- 


amounted to $534,000 at December 31, 1978 
and to $446,000 at December 31, 1977. 


1978 1977 
(thousands of dollars) 
irae ieatan Oe? 4) i trode Dhaet 126,574 82,752 
43,164 70,335 
$169,738 $153,087 


rowings outstanding amounted to $176,000,000 
during 1978 and $176,700,000 during 1977 and 
the maximum outstanding at any month-end 
was $227,500,000 in 1978 and $207,700,000 in 
1977. Short-term borrowings bear interest at 
rates which approximate prime lending rates. 


9. Advances Relating to Housing and Land Inventories 


Included in advances relating to housing and 
land inventories is $41,797,000 at December 
31, 1978 and $41,467,000 at December 31, 
1977 representing the outstanding balances 
of the purchase price of development lands 
which are payable over periods up to 

five years. 


The remaining advances of $62,021,000 at 
December 31, 1978 and $49,717,000 at 
December 31, 1977 represent financing on 
residential houses included in work in process 
and finished goods inventories, which will be 
assumed by the purchasers of the houses 
upon their completion and sale. 
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10. Mortgages, Debentures and Long-Term Debt 


Mortgages and debentures relating to 
development land and properties 


Mortgages 
72% to 9¥2% due to 2008 on 
revenue properties a 
62% to 9% % due to 1989 on 
development land 


Debentures 
9% called in 1979 
7% % convertible subordinated 
redeemed or converted in 1978 


Current portion .. 


Long-term debt 


First mortgage sinking fund bonds 
5% % to 8% due to 1992 . 


Debentures 
10% due to 1981 (U.S. $25,000,000) 
10% % due in 1980 he, RO Rene hhc. 
1134 % due to 1995 
11% % due to 1996 . ae 
6%2 % convertible due in 1988 
(U.S. $14,400,000) . 


Term bank loans at prime rates plus %4% 
to 1% % due to 1992 (including 
U.S. $5,800,000) 


Non-interest bearing to 14% notes and 
mortgages due to 1993 . 


Current portion 


Total current portion 


A portion of the properties, plants and equip- 
ment is pledged as security for the first 
mortgage bonds and a term bank loan of 
$6,500,000. Debentures are secured by a 


floating charge on the assets of the company. 


Trust indentures pertaining to the first mort- 
gage bonds and debentures contain restric- 


$ 9,789 $ 18,436 


1978 1977 


Current Current 
Portion Total Portion Total 


(thousands of dollars) 


— —_ 280 26,147 
2,753 21,189 14,253 46,377 
7,036 7,036 300 9,392 

_ —_ a 7,091 
9,789 28,225 14,833 89,007 

_ 9,789 = 14,833 


$ 14,833 $ 74,174 


1,550 15,906 2,244 31,674 
1,200 30,000 1,100 27,500 
_ 20,000 a 20,000 
1,500 25,452 1,452 26,952 
2,500 50,000 2,500 50,000 
_ 17,280 = = 
7,069 63,762 14,012 97,206 
2,368 11,896 8,757 20,776 
16,187 234,296 30,065 274,108 
— 16,187 == 30,065 
$ 16,187 $218,109 $ 30,065 $244,043 
$ 25,976 $ 44,898 


tive covenants covering the issuance of 
additional long-term debt and the payment 
of dividends. 


Included in term bank loans is $50,000,000 
due in 1980. Under the terms of this loan, the 
company may repay all or any part without 
penalty and redraw up to the maximum 
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amount. At December 31, 1978, $50,000,000 
of short-term borrowings have been classified 
as term bank loans. 


The following payments are required in the 
next five years to meet long-term debt 
instalment, sinking fund and purchase 


11. Capital Stock and Contributed Surplus 


Authorized 


5,000,000 preferred shares — without nominal 
Or par value issuable in series of which 
457,978 are designated as Series A $1.10 
cumulative convertible, 1,205,970 are desig- 
nated as Series B $1.20 non-cumulative 
convertible and 1,726,476 are designated as 
Series D $1.50 cumulative convertible, all of 
which carry voting rights and are redeemable 
from $20 to $24 each subject to various 
conditions. 


Issued and Fully Paid 


Preferred shares —- Series A 
— Series B . een 
= SEriCS Gar. ane 
—SeriesD. 


Second preferred shares — 
Series A (U.S. $100,000,000) 


Common shares 
Contributed surplus 


In accordance with the terms of issue, on 
December 31, 1978 all issued and outstanding 
Series C preferred shares were converted to 
Series B preferred shares. 


The Series A second preferred shares bear 
cumulative variable-rate dividends based 
primarily on the London Inter-Bank Offering 
Rate. As at December 31, 1978, the dividend 
rate was 6.53 per cent. These shares are 
redeemable at U.S. $103 and U.S. $102 during 
the years ended October 31, 1980 and 1981 


fund provisions: 


Mortgages 
and Long-term 


Debentures Debt 


(thousands of dollars) 


1979 ee $ 9,789 $16,187 
1980 1,822 80,156 
1981 1,698 34,944 
SEY: 8,164 6,797 
1983% “ 4,723 6,601 


20,000,000 second preferred shares — without 
nominal or par value issuable in series of 
which 1,000,000 are designated as Series A 
cumulative non-voting and non-convertible 

of the stated value of U.S. $100 each. 


Common shares — an unlimited number 
without nominal or par value. 


1978 1977 

Shares Amount Shares Amount 
(thousands) 

7 143 8 eye 
294 5,884 271 5,416 
—_ — 43 863 
213 4,264 334 6,686 
1,000 120,000 — — 
1,514 $130,291 656 $ 13,122 
13,416 172,027 Ee eT 161,228 
8,169 7,923 
13,416 $180,196 eg eVare $169,151 


respectively and at par thereafter. At the 
option of the holder, the company will re- 
purchase, at par, a maximum of 330,000 
shares on each of November 1, 1986 and 
1987 and any balance outstanding on No- 
vember 1, 1988. 


Common shares are shown after deducting 
806,151 shares at their issue price of $15 per 
share, which were received as a result of pre- 
vious shareholdings in companies acquired. 
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The details of shares issued and fully paid are as follows: 1978 1977 
(thousands of shares) 
Preferred 
Beginning of year £6 UIE ENT 656 1,338 
Issued at $22.50 in exchange for shares ofa subsidiary _ aL ee ese 98 58 
754 1,396 
Gonverned at.>20:00 to common shares... eee ee (240) (740) 
EMail Veale th 25a) ee ht ote re) ca ge An ee 514 656 
Second Preferred 
Issued in the year at U.S. $100.00 1,000 — 
Common 
Beginning of year 12,877 11,885 
Issued in the year — 
At $25.00 in exchange for shares of asubsidiary 0.0.0, —_— 60 
At $20.00 on the conversion of preferred shares... 240 740 
At $7.90 to $34.60 under the purchase plan and on 1 the 
exercise of options and warrants 0... eee tN 299 192 
End’ oryeart Cerri (vk -- SOAS MOO)... .. secrete pecan ets 13,416 12,877 


Contributed Surplus 
Contributed surplus increased by $246,000 
during the year pursuant to the issue of 


The following shares are reserved for issuance: 
Preferred 

157,050 Series D pursuant to the conversion 

of options and warrants granted by an amal- 
gamated subsidiary. 


Common 


At $20.00 for the conversion of preferred shares 
At $9.78 to $31.50 for the exercise of options 
At U.S. $32.00 for the conversion of debentures 


Stock Option Plan 


Series D preferred shares at a premium of 
$2.50 per share. 


1978 TREE TA 
(thousands of shares) 
co. - 671 1,031 
48 256 
450 — 
1,169 1,287 


Options have been granted whereby common shares may be purchased by employees at a price 
equal to 90 per cent of market on the granting date. The acetails of outstanding options are 


as follows: 


Options held by 


Directors 


1978 1977 
Options held by 
Option Directors Option 
Price & Officers Others Price 


& Officers Others 


(thousands of shares) 


(thousands of shares) 


Beginning of year 24 7 $ 9.78 to $23.97 18 14 $ 7.90 to $16.54 
Granted 16 3 $24.60 to $31.50 6 1 $2397 

Exercised an (2) $13.05 to $16.54 — (8) $ 7.90 to $16.54 
End of year 40 8 $ 9.78 to $31.50 24 7 $ 9.78 to $23.97 
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Stock Purchase Plan 


Under the terms of the stock purchase plan 
trustees have purchased, at a price equal to 
approximately 99 per cent of market and hold 
300,750 common shares for the benefit of 
employees who are directors or officers and 
139,450 common shares for the benefit of 


12. Formation of Partnership 


During 1978, the company invested in Alberta 
Land Development Company, a land devel- 
opment partnership, by contributing land 
inventory and long-term development land 
with a book value of $48,980,000 less specific 
debt of $7,700,000 in return for a partnership 


other employees. The participants pay for the 
common shares over a period of seven years 
together with interest calculated at 5 per cent 
per annum. The shares are held as security 
by the trustees until full payment has been 
received. 


interest of $131,259,000 which was reduced by 
a subsequent cash withdrawal of $116,758,000. 
The resultant deferred revenue of $89,979,000 
is recognized as income by the company as 
the partnership land is sold to third parities. 


This investment resulted in the following changes in financial position: 


(thousands of dollars) 


Source of Funds 
Development land contributed 


Application of Funds 
Mortgages transferred to 


to partnership 25,870 partnership _. :s 3,635 
Deferred revenue resulting Investment in and loans to 
from contribution of land 89,979 partnership 14,501 
18,136 
Increase in working capital . 97,713 
$115,849 $115,849 
13. Income Taxes 
The components of the provision for income taxes are as follows: 
1978 1977, 
(thousands of dollars) 
Current 
Canadian — Federal 18,800 26,600 
— Provincial 8,800 10,400 
United States and other 12,700 8,700 
$ 40,300 $ 45,700 
Deferred 
Canadian — Federal 14,300 7,400 
— Provincial 4,900 2,900 
United States and other 7,500 600 
$ 26,700 $ 10,900 
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The sources of long-term differences between income for financial statement purposes and tax 


purposes are as follows: 1978 1977 
(thousands of dollars) 

Excess depreciation for tax purposes .._... ahd nok cetera het 19,300 9,300 
Investment gains unrealized for tax purposes.................. aisle 5,900 — 
Prior years’ losses applied to reduce taxable income ......... er ae ee — 600 
Other | beth het stag Paste 1,500 1,000 
$ 26,700 $ 10,900 


A reconciliation of the company’s effective income tax rates to the normal federal income tax 


rate is as follows: 1978 1977 
Ganadiandederal income. tax state 5, icciu. caste. 04) ow dase cae gee 46.0% 46.0% 
Federal tax incentives for manufacturing and processing ...................... (3.0) (1.5) 
Provincial income taxes, net of federal abatement... 4.1 2.6 
Reduced rate on capital gains . . ee Mer Sey ters (5.5) (1.9) 
Non-taxable foreign losses and exchange translation losses - ne: Rn. 3.4 3.0 
Other....°. Sete Lie) Oe BERS eNE ST A SSRn Eee CT WOno? Of 1 (1.4) 
Effective income tax rates 45.1% 46.8% 


No significant decrease in deferred income 
taxes payable is anticipated within the next 
three years. Provisions have not been made 
for Canadian income taxes on undistributed 


14. Net Income per Common Share 


active business earnings of foreign subsid- 
iaries inasmuch as such earnings are being 
reinvested in foreign operations. 


The weighted average number of shares used in calculating net income per common share is 


as follows: 


Basic and Primary 
Weighted average common shares 
Shares pertaining to stock options ... 


Fully Diluted 
Weighted average common shares .... 
Shares pertaining to 
— conversion of debt ............. 
— conversion of preferred shares 
— options and warrants ._........... 


Basic and primary income per common share 
have been calculated after reducing net 
income by $717,000 in 1978 and $950,000 

in 1977 being the dividends on Series A, B 
and D preferred shares and $1,313,000 in 
1978 on Series A, second preferred shares. 


Net income used in determining fully diluted 
income per common share has been increased 
by $39,000 in 1978 and $284,000 in 1977 being 


Canadian United States 

1978 1977 1978 1977 
(thousands of shares) 

13,188 12,556 13,188 12. DOO 
~ o 60 111 
13,188 12,556 13,248 12,667 
13,188 12,556 13,188 12,556 
38 214 38 214 
557 (iA 557 Tora 
262 465 84 150 
14,045 14,006 13,867 13,691 


the after tax effect of interest on debt as- 
sumed to be converted. Net income was 
further increased for purposes of calculating 
Canadian fully diluted income per common 
share by $244,000 in 1978 and $436,000 

in 1977 to give effect to an imputed return 

of five per cent on funds which would have 
been available on the exercise of options 
and warrants. 
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15. Additional Information 


Prices and Incomes Controls 

The Canadian operations of the company 
were subject to the Anti-Inflation Act (Canada) 
and its regulations under which selling prices, 
margins, dividends and compensation were 
restrained until December 31, 1978. The com- 
pany has complied with the controls. 


Retirement Plans 

Retirement plans exist under which em- 
ployees are eligible to participate after 
varying years of employment and are eligible 
for benefits at age 65. Contributions to plans 
for salaried and hourly employees charged 
to income were $3,000,000 in 1978 and 
$3,500,000 in 1977, including prior service 
costs. An unfunded liability of approximately 
$4,500,000 at December 31, 1978 is being 
funded and charged to income over periods 
up to fifteen years. 


Restatement of Comparative Figures 

Certain 1977 amounts have been restated 

to conform with 1978 presentation and to 
reflect on the equity method of accounting 
the operations of the import-export division 
which were sold for book value in early 1978. 


Capitalized Interest Costs 

Interest costs on specific debt associated 
with the holding and development of long- 
term land are capitalized in order to achieve 
a better matching of costs and revenues. 

Had these interest costs been expensed as 
incurred, net income for 1978 and 1977 would 
have been reduced by approximately $900,000 
and $500,000 respectively. 


Commitments and Contingent Liabilities 
Outstanding commitments relating to the 
construction of plants and the purchase of 
equipment amount to approximately 
$23,000,000 at December 31, 1978. 


Litigation 

In 1978 Genstar acquired through open market 
purchases more than 21.5 per cent of the 
outstanding Common Shares of The Flintkote 
Company. In October 1978 The Flintkote 
Company commenced an action claiming 
that these purchases violated the U.S. anti- 
trust and securities laws and seeking, among 
other remedies, to force Genstar to sell the 
shares. The Federal Trade Commission is 
also investigating the acquisition of the 
Flintkote shares. Management believes that 
the allegations are without foundation and 
has commenced to defend its position and 
move toward adjudication of these claims 

at the first possible opportunity. 


At December 31, 1978, the company's 
proportionate share of the book value 
of The Flintkote Company approximates 
the equity value of the investment. 
The market value of the company's in- 
vestment at the year-end is approxi- 
mately U.S. $41,500,000. The following 
is a summary of the December 31, 1978 
net assets and operations of The 
Flintkote Company: 

(thousands of U.S. dollars) 


ASSETS 

Current 219,913 

Fixed assets, investments 
and other Seely 1. 
Sao 1eOo4, 
LIABILITIES Sa aan 
Current 9385383 
Long-term 184,823 
283,206 
SHAREHOLDERS' EQUITY 268 ,378 
SoD Ll, 084 
REVENUES 731,982 
EXPENSES 694,261 
NET INCOME SS poReerien F 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


16. Summarized Quarterly Financial Data (Unaudited) 


RSM fs 


Revenues .... 
Gross profit 
Net income .... 


Net income per common share 


— Basic 
— Primary 


Market Price (TSE) 


— High 
— Low 


Trading Volume 


1977 — 


Revenues (restated) 
Gross profit (restated) .. 


Net income 


Net income per common share 


— Basic 
— Primary 


Market Price (TSE) 


— High 
— Low 


Trading Volume 


March 31 


Three Months Ended 
June 30 September 30 December 31 


(thousands of dollars) 


Year Ended 
December 31 


$ 184,987 s$5 280:007 V$ 4310; 72755 $5867732 19 $1,143,042 

61,689 79,628 96,101 127,570 364,988 

9,469 19,865 22,415 29,859 81,608 

$ O72, 0 150.2 i fuetee ws Pi ie eas 6.03 

0.71 1.50 1.67 2.13 6.01 

$ 28.00 $ 30.88 $ 33.00 SD 38.00 $ 38.00 

25.63 26.00 29.00 32.50 25.00 

540,425 698,341 699,253 963,748 2,901,767 

Three Months Ended Vearended 

March 31 June 30  September30 December 31 December 31 
(thousands of dollars) 

$ 184,363 $ 263,803 $ 242,932 $ 289,980 $ 981,078 

62,635 78,421 82,605 79,483 303,144 

8,906 18,182 20,309 17,033 64,430 

$ 0.70 $ 440nS oes 123:1900$ 5.06 

0.69 1.42 1.59 ESI 5.01 

$ 24.50 $ Piey They PO Goa 2163225 27.63 

22.50 22.38 25.00 2ORZO 22.38 

SMa Ou 496,373 6h S37 7/ 450,942 1,856,063 


RESULTS BY INDUSTRIAL CATEGORY 


For the five years ended December 31, 1978 
(millions of Canadian dollars) 


(restated) 
REVENUES 
Third Inter- 
Party Category Total 
Building Materials 
Production of ready-mix concrete, concrete blocks, 2 , 1978 $234.5 a od $250.7 
concrete pipe, sand, gravel, classified aggregates, lightweight , 
aggregates, precast concrete structural and architectural 1977 ea 220.6 18.9 239.5 
components, precast concrete railway ties and gypsum 1976 205.3 Wea, 222.4 
Ree 1.9, see omalieame nioke 14.4 192.3 
1974 164.3 13.7. 178.0 
Cement 
Manufacture of normal portland cement, oilwell cement, 1978 $119.0 $ 39.0 $158.0 
high early strength cement, masonry cement, sulphate 
resistant cement and special potash cement. ae se sep bcd 
1975 80.5 30.9 111.4 
ihr g Soe 60.5 28.2 88.7 
Housing and Land Development 
Construction et Seen eee and own units; 1978 $404.1 $ — $404.1 
manufacture of pre-assembled sections and component 
packages for the construction of residential units; condomi- 1977 x 372.7 2 372.9 
nium conversions; development of residential, commercial 1976 245.9 4 246.3 
and industrial land; shopping center development. 1975 rr. 156.3 me 156.3 
1974 115.9 — 115.9 
Construction 
Installation of municipal utility services including water, 1978 $142.8 Seo 4 $170.2 
sewer and lighting systems, street and road construction 
and paving, artificial lakes, townsite development. Con- 1977 : 104.0 60.7 164.7 
struction of hydro-electric dams, generating stations, 1976 12As3 31.2 152.5 
transmission lines, highways, bridges, airports, major 
industrial plants and installations, and mine site development. 1975 123.6 22.8 146.4 
1974 bose 26.5 143.2 
Marine 
Tug and barge transportation, ferrying, berthing, lighterage, 1978 $ 86.4 ore 121 $ 87.5 
salvage, pollution control, shipbuilding and ship repairs, 
specialized ocean and river transportation. Marine transporta- 1977 68.6 6 69.2 
tion worldwide of heavy lift and modular cargo, lighterage, 1976 62.0 4 62.4 
and land transportation. 1975 61.3 2 61.5 
1974 50.8 3 51.1 
Financial Services 
Mortgage banking; rental of oe test and measurement 1978 $ 60.7 $ — $ 60.7 
equipment; real estate joint venture financing; venture ec, 
capital investment; thrift and loan operations; title insurance 1977 20.9 20.9 
and escrow services; property and casualty insurance; 1976 16.3 — 16.3 
marine financing. 1975 8.8 ns 8.8 
1974 4.2 —_ 4.2 
Investments 
Manufacture of nibugel tae snenneas and pl 1978 $ 95.5 $ — $ 95.5 
equity investment in The Flintkote Company; operation as 
and sale of commercial and residential properties in 1976 1977 97.3 97.3 
through 1978: import and export of semi-finished metals 1976 80.4 —_— 80.4 
and industrial minerals until early 1978. 41975 75.9 _— 75.9 
1974 66.0 — 66.0 
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COSTS AND EXPENSES Interest Income Provision Return on 


Cost Selling, Depreciation, and General before for Net 
General and Depletion and Operating Corporate Income Income Net Net Assets 

Sales Administrative Amortization Total Income Expenses Taxes Taxes income Assets (per cent) 
$188.8 $ 16.8 $583 $214.9 $ 35.8 o Ga $ 28.4 $ 9.8 $ 18.6 $148.2 14.4 
178.6 16.5 9.2 204.3 35.2 6.3 28.9 11.6 17.3 151.2 13.0 
166.5 15.8 7.9 190.2 32.2 Sey 26.5 11.4 1941 145.0 12.1 
143.7 11.4 6.7 161.8 30.5 eS 25.2 11.0 14.2 1344. 12.2 
136.8 12.3 6.3 155.4 22.6 4.9 1.7 8.7 9.0 121.4 8.9 
$113.3 $ 11.4 $226.6 $131.3 $ 26.7 $ 9.4 $ 17.3 “Saadeh: $ 10.6 $203.5 6.9 
92.4 ie 5.8 109.4 24.2 6.2 18.0 T.2 10.8 183.3 7.2 
86.0 10.8 6.0 102.8 25.1 3.9 ae a 9.1 12.1 111.4 12.3 
£26 7.4 5.8 90.8 20.6 3.1 iss 7.4 10.1 81.1 13.9 


58.4 6.8 4.9 70.1 18.6 3.1 15-9 7.8 Wet Hers 11.5 


C1 by SG Ske (Hem Sy Le Wy CS PY PTS: Ny ee CPN ie EL SETH | ONLI ee 11.2 
264.1 31.2 9 296.2 76.7 31.6 45.1 22.6 22.55 434.1 8.2 
162.9 21.0 1.0 184.9 61.4 21.7 39.7 20.3 19.4 390.6 te 
107.1 19.1 8 127.0 29.3 11.0 18.3 10.1 8.2 164.2 8.2 

82.5 11.3 6 94.4 21.5 7.8 1230 73 6.4 118.4 8.1 

$160:7 \ee$ wa7.0 em 6S) 6.S er $174:0we $47) S$ Orem SR(GS)OmIS a a4) Be Sas 4}I es AC (6.3) 
138.8 8.1 5.8rt0t62.7 12.0 17 10.3 4.8 5.5 36.4 16.8 
124.6 9.0 e:5tenti40.1 12.4 1.6 10.8 5.3 5.5 36.9 16.8 
127.0 5.5 6.6 139.1 7.3 1.9 5.4 oT a7 924 10.9 
128.4 4.9 GA wy £18927 3.5 2.2 1.3 7 6 43.8 a2 

$ 65.1 € 058 $117, eG 826m $45 ee Sane eseiigy) S051 Si(z.0)e Sagz2 (4.8) 

46.7 5.3 6.8 58.8 10.4 6.7 a7 3.8 (0.1) 103.1 2.4 
42.4 4.1 5.1 51.6 10.8 5.5 5.3 1.9 3.4 94.8 6.3 
45.0 5.5 4.2 54.7 6.8 3.8 3.0 g 2.8 76.7 5.9 
36.1 ag 3.5 42.4 8.7 2.9 5.8 2.9 2.9 53.1 7a 

$4156  $¢ 7995 §. 2 eS 237 eS SrOmeiemesoum S$ 33.8 | $ 13S 0 7eemosO 23.5 

9.0 1.1 2 10.3 10.6 1.6 9.0 a2 5.8 32.5 19.4 
7.4 1.8 1 9.3 7.0 9 6.1 2.1 4.0 30.1 14.6 
5.3 3 = 5.6 3.2 8 2.4 9 1.5 17.5 10.3 
4.8 2 = 5.0 (.8) 8 (1.6) (.6) (1.0) 18.3 (4.4) 

AB Es eee eR eee es en eas meer NTT) 
$64.5 bee 68 $914.00) 09164 GS 11. 2emton CMM eC Gum Som Gren SiR3. Omen c1o5.3 4.2 
65.3 10.4 5.6 81.3 16.0 10.0 6.0 3.4 26 123.6 5.7 
62.0 10.7 5.4 78.1 2.3 9.1 (6.8) (3.0) (3.8) 225.5 4 
54.1 4.4 2.1 60.6 15.3 2.5 12.8 5.1 7.7 66.1 130 
40.5 4.3 2.1 46.9 19.1 2.5 16.6 7.1 9.5 59.0 17.5 

AO Ne ee a ee eee Te 
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INDUSTRIAL CATEGORIES 


Reclassification 

Certain components of prior years’ industrial 
categories have been reclassified to segre- 
gate the company’s financial services 
operations and group as investments those 
operations which are not individually 
significant. 


Inter-Category Revenues 

Sales of goods and services between cate- 
gories are at market price. Industrial category 
revenues include inter-category revenues of 
$84 million in 1978 and $117 million in 1977 
which are eliminated from consolidated reve- 
nues and cost of revenues in the company’s 
consolidated statements of income. 


Joint Venture Income 

Included in third party revenues is the com- 
pany’s share of the income of joint ventures, 
subsidiaries and investments accounted for 
on the equity basis. In 1978, $11 million of 
such income is included in the revenues of 
the housing and land development category 
and $11 million in the revenues of the finan- 
cial services category with no material 
amounts included in prior years’ individual 
categories. 


Revenues from Governments 
Sales to Canadian federal, provincial and 


municipal governments and their agencies of 
$95 million in 1978 and $92 million in 1977 
are included in revenues of the building 
materials and construction categories. 


Interest and General Corporate Expenses 
Interest expense is allocated in proportion to 
the average annual debt outstanding de- 
termined by applying representative total 
debt to equity ratios to each category. Prior 
years’ interest allocations have been restated 
to this basis with a resulting decrease in 
allocations to capital intensive categories 
such as cement and increases in categories 
such as land and housing. Unrealized foreign 
exchange translation losses are included as 
general corporate costs and are allocated in 
proportion to net assets denominated in 
foreign currencies. Prior years’ foreign 
exchange allocations have been restated to 
this basis with resulting changes in operating 
incomes and increases in corporate and 
general costs allocated to categories con- 
taining foreign operations. Other general 
corporate expenses are allocated in propor- 
tion to the average net assets of each 
category. 


Operating income of the categories is cal- 
culated before the deduction of these 


Identifiable Assets by Industrial Category (millions of dollars) 


General corporate $16.2 
Construction 65.0 


Investments 


Building materials 169.9 


Cement 8B 


‘Housing and a8 
land development 


1976 $1,205.2 oa 
LL ES DES TD 


$1,249.2 1978 
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$1,492.7 


Financial Data by Geographic Area (millions of dollars) [_] Canada &Other [if United States 


NOB NSE OIE E NT ae ee oT] RE PS AS ET OTS A TE TE SETS 
Revenues Operating Income Identifiable Assets 


1976 oan 1978 1976 1977 1978 1976 1977 1978 


$810.0 $898.5 $158.9 $155.1 
68.2 
26:2: 


$1071.2 $1039.2 


— 2445 
VIA 


97.9 

$821.5 $981.1  $1,143.0 $151.2 $185.1 $223.3 $1,205.2 $1,249.2  $1,492.7 
SA AA ed Es A aad TEN AI RUAN Ry 
expenses and, accordingly, is greater than allocated to each category. Net assets are 
consolidated income before income taxes by financed by interest-bearing debt, deferred 
$75 million in 1978 and $64 million in 1977. income taxes and shareholders’ equity. 
Net Assets Return on Net Assets 
Net assets consist of the identifiable assets Return on net assets is the performance 
less non-interest bearing liabilities of each measurement obtained by dividing net income 
category. General corporate assets of $22 before interest expense less applicable 
million in 1978 and $16 million in 1977 are income taxes by net assets. 


Capital Expenditures by Industrial Category (millions of dollars) 
EPS HE PEEPS OEE TaN EEE RA PL TE 


Construction $6.9 


FS OTE ST) 
a 


“Marine : : es 
: 28.2 


Cement 


1976 $89.7 1977 $107.1 1978 $52.8 


SUPPLEMENTARY REPLACEMENT COST INFORMATION (UNAUDITED) 


Nature of Information 


The following replacement cost in- 
formation is presented pursuant to 
Rule 3-17 of Regulations S-X as 
adopted by the Securities and Ex- 
change Commission, United States 
(SEC). It represents estimates 

of the cost of replacing all of 
the company's inventories and pro- 
ductive capacity at December 31, 
1978 and the cost of sales and 
depreciation on the basis of re- 
placement costs for the year then 
ended and should not be interpreted 
as representing actual events or 
future plans. The theoretical 
nature of the "complete replace- 
ment'"' assumption also cause the 
resultant information to be sub- 
ject to inaccuracies and sub- 
jective judgements which would 

not be present in reporting actual 
transactions on an historical 
basis. In accordance with SEC 
recommendations, this data should 
not be used to revise reported in- 
come and assets or compare with 
other companies so as to avoid 
misinterpretation. 


Manufacturing Inventories 


Raw materials and repair parts have 
been estimated by reference to the 
latest buying prices for normal 
order quantities and supply 
conditions. 


Work in process and finished goods 
replacement costs are based on 
standard costs adjusted for the 
latest material, labour and over- 
head variances, 


Land 


The estimated replacement cost of 
current and long-term land holdings 
is based on recent purchase prices 
of similar land for future use in 
the land development business cycle. 


Where similar land is not available, net 
realizable value has been calculated 
based on estimated current selling price 
less normal gross profit margins. 


Revenue Properties 


The replacement cost of the revenue pro- 
perties was estimated using recent in- 
surance evaluations adjusted for current 
market conditions. At December 31, 1978, 
all revenue properties have been sold. 


Productive Capacity 


The replacement cost of the cement, chem- 
ical and marine productive capacity and 
quarries and gravel deposits has been 
based on the cost of recent and ongoing 
expansions and guidelines provided by 
industry associations. The value of a 
cement plant to be replaced in early 1980 
by an expanded facility recently con- 
structed is calculated at estimated eco- 
nomic value on a discounted cash flow 
basis. The replacement cost of equip- 
ment related to building materials and 
construction operations has been based 
on information provided by regular sup- 
pliers and recent purchase prices. 

The replacement cost of other productive 
capacity has been estimated using a 
variety of indicators including histori- 
cal price indexes, supplier data and 
recent costs. 


Cost of Sales 


Cost of sales on a replacement cost 
basis has been estimated based on cost 
changes and inventory turnover rates so 
as to charge income for the cost of re- 
placing units as they are sold. Based 
on the company's accounting policy, 


cost of sales does not include depreciation. 


Depreciation 


The average of the replacement costs of 
productive capacity at December 31, 1978 
and 1977 has been depreciated on a 

straight-line basis using the company's 
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SUPPLEMENTARY REPLACEMENT COST INFORMATION (UNAUDITED) 


(Continued) 
ae ee eee a ee eee ee 
historical, estimated useful lives maintenance and other costs is not sub- 
and residual values. ject to reasonable estimation and ac- 
cordingly has not been reflected in the 
Effect of Replacement reported replacement cost amounts. In 
addition, the cost of financing the 
The actual replacement of the com- replacement would be a significant 
pany's productive capacity would factor in calculating any net cost 
affect costs of sales and inven- saving. 
tory costs to the extent that 
technological and market changes 
resulted in different production 
configurations, methods and pro- 
duct mixes. However, the esti- 
mated effect on direct labour, 
Replacement Cost Data 
Estimated Comparable 
Replacement Cost Reported Amounts 
1978 NESE LOTS NOS ETE 
(thousands of dollars) 
INVETNEOL LES sieecie << prelauele: elateteleta aterete $537 5209 $385,099 S462,072 $330,144 
Development lands7e. 25-5. eee Smo / 5095 $141,691 Sry Ome Lo S 94,484 
REVENUE *PLOPELCLES ss . cies: o crete S - toh PAA vo\s) S$ - ey SHS) AG) 5) 
Accumulated depreciation... ......6 - 35069 ~ AAS 
$ - S$ 48,816 S) - $:.30),.369 
Pr xCdWaSSetS 10% ot «os «ale ate ote ove ta ot el SOI0 9922 1,092,674 626,429 67 L762 
Less: Land which is not part 
of productive capacity.... 16,176 lois 16,176 16,918 
1,074, 146 LPO 75, fa6 6100253 654,844 
Accumulated depreciation. ........ pL Lo 480,218 243,397 254,416 
S902,070 $595,538 $366,856 $400,428 
Gost of sales and Services... ....s.s $802,888 SACRE TANS) $778,054 $677,934 
Depreciation, depletion and 
BMOLCE LZA LOM siasicle ee oe 6 ele cieiecalerals Secu psa BYES) $ 59,900 250516 f Se ou. eo 
Summary Comments 
Although the preceding information which enter into the company's replace- 
provides a comparison with histori- ment and expansion decisions or the 
cal amounts, extreme care must be market and technological events which 
used in drawing conclusions from will affect future operations. Accord- 
the comparison,. The replacement ingly, the replacement cost amounts 
cost amounts are theoretical in must not be viewed as either alternate 
nature and by definition give no historical amounts or estimations of 
consideration to the market, fin- future amounts. 


ancing and profitability factors 
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THE FLINTIKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 


STATEMENTS of INCOME 


for the years ended December 31, 1978 and 1977 


(in thousands of dollars, except per share amounts) 


a TTTaiinT-, me,_,_-_7-9;,  _———————————————— a 


Revenue: 
Net sales . Pe ye Oa ea es, Late 
Other™“income, net .(Note<]2).,, «es ee 


Expenses (Notes 2, 3, 8 and 13): 
Cost of sales . a re ha, 
Selling, general and administrative . 
INtEeEeGS Cre XDCO SE. she acs ee Meena en eee oe 


Income before income taxes . 


Provision “for vincome: taxess (NofacLG) a8 ASaae § 


Net income . 


Net income per share after provision for preferred 
dividends (Note 1) 


Average number of common shares outstanding (Note 1). 


1978 


$730,175 


ahah Oli 
“731,982 


585,994 
67,594 


pais,0o9 
666, 643 


655339 


27,618 


S35 ho 121 


7,046,810 


1977 


$587,417 


4,065 
591,482 


438,727 
Eye verge}: 
IL). SYSV3! 

"557,018 


34,464 


$ 20,849 


6,584,765 


See Schedule XVI for supplementary information as to certain expenses. 


See notes and supporting schedules to financial statements. 
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THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 


BALANCE SHEETS, DECEMBER 31, 1978 and 1977 


(in thousands of dollars) 


ASS#SSE ales: 1978 
Current Assets: 
Cashvew- te Ere ed ae PERC me oh ek Sa Onc 
Marketable Concert ence: (Note. 1) ee Wash ete Sasa Osean conbeotn emer Psu aes 27,649 


Accounts and notes receivable: 
Customers, less allowance for doubtful items and discounts: 


L978) —" SOW4a-221977 — $6,695. .(Senedubkexkl late -. en. OL 297 

OCHETr sansa: - site A, Ape, Teer ah Ore) Peete a Oils 
100 , 310 

Inventories Notes | and*3):* 2? Sayer (2 Se 76,083 
Prepaid expenses... iss ae ay eI TR Soe co Bs ok shee et cee etek. 
Total “currenttassets. = c4.% “% cu. pees) aoe eee 219 5913 
Property, plant and equipment (Notes 1, 2, 4, 8 & Schedule V). 509 5-325 


Less, Allowances for depreciation and depletion 
(Notecd “andaSchedutexVl) umes mee. coe emn, fa con cena cane car. 224,289 


285 ,036 


Investments in associated companies (Notes 1, 5 and Schedule III) 24,864 


Otherfassets (Schedtile,)IT)+ «\+ 9290. Qaseaeseow) Revene. noun PS ITT 


$551,584 


2G 1S 


Bak, 727 


$495,414 


LELSARBO TEL I TT tes: 1978 1977 

Current Liabilities: 
Accounts payable, principally trade .... oe ae S$ 52,083 $§ 42,581 
Current installments on long-term debt (Notes 2, 7 andgs) = 11,1238 11,619 
acse@rued Davroljlerande commissions a.m) fee omen ae ae 6,196 4,679 
Acerued! Income, taxes. (Note: 14). eae teen 20,448 125295 
Ac@rued interestapep .\ Woo Gate ee eta nn ae ee ee 3,155 2,419 
Acerued pensionsip.es . hn Cae Py aekey ee mere ee Shc SL ere 5,141 
Total current Pate: A P,P: pe SAR ee Begs Nes 98,383 Teale (pPAd 
Long-term debt (Notes 2, 7 and 8)... Re ee Ue ey SOL 5 124,938 1315404 
Deferred income taxes (Notes 2. and 14) te ee ae 35635 32,964 
Proceeds from sale of future production (Note 9) PE he he Be ARO, pee 00) 
283,206 255,655 


Commitments and contingencies (Notes 8 and 15) 


Se HeAJRe be he ORL) D se OReO ee ec ORUe bet aks 


Pretecred stocksmeNotel 10 iy yee case wo ence ste oe reuac) wen srs ee 7, 3,048 
Common, stock, ‘CNOCERL It... coca cc, memirel cel cue, orate Mi sulcuerceurs 35, 4.2 33,340 
Capitals surplus eee eee, geet 58,962 SOR 
Earnings reinvested in ihe: ustnese (Notes 5 ee 7) ee, = 5a 1 Mesiaisle} Los e2Do 
Preasury stock. at cost: (Notesl0 Meese ee ete (558) - 
268.5378 239 eto 
$551,584 $495,414 


See notes and supporting schedules to financial statements. 
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Funds p 


THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 


STATEMENTS of CHANGES in FINANCIAL POSITION 


for the years ended December 31, 


(in thousands of dollars) 


rovided from: 


Net income... recthentaeceae cue 


Items 
Dep 
Def 
Est 


Incre 
Proce 
Dispo 


not Bere eine working epee 

reciation and depletione.9 7.0. ene 
erred*income taxes (i. «0 5) « 

imated > loss on investment™.".. «=. 9. «"% 
Funds provided from operations . 


ase’ in long-term debt.” ." 5... he Ae 
eds from sale of future Sredtetiont Angie bh 
sal of property, plant and equipment 


Issuance of common stock in exchange for 


pr 


Funds u 
Addit 
Acqui 


eferred stock . 


sed for: 
ions to property, plant and equipment . 
sition of preferred stock exchanged for 


Gover Seeds 6 § 6 4g S 6 °e ane 


Acqui 
Reduc 
Cash 

Other 


Changes 
Cash 


sition of preferred stock eae cash 
tionsOtelong—-termaedeDt) uc imrmeamncmE smn mEs 
dividends paid 

5 WINE 6 5 6 6 Oo oo 6 


Net increase in working capital 


in working capital: 
and marketable securities . 


Accounts receivable .... 


Inven 


tories oo 6 oe 


Accounts payable ana RGLaCE alee at Aas 5 
Income taxes payable ....... 


Other 


°. ° e ° ° ° e e e ° ° e ° e e ° e ° e 


Net increase in working capital 


See notes and supporting schedules to financial statements. 
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1978 and 1977 


L978 


Piola on. 


2359590 
23671 


One te 


70,435 


5,866 
i255 00 
67s 


"95,012 


50,228 


558 
tA 2 
Mesut 074 


(22270) 
_70,607 
$24,405 


$33,506 


ee ) 


$20,849 


24,017 
409 


54095 


75308 
12,500 
Gea02 


5 909 
87,409 


34,930 


16,482 
2550 
155212 
8,328 


__ 5,892 
82,874 
$4,535 


$(6,175) 
INS aR) 
65520 
25520 
(10,164) 


(86S) $ 


(86S) 


682 SZ 


(O€T‘Z) 


(784 ‘9T) 


(429°9) 


(££9°9)$ 


SEB *ILTS 
(C976) 


657° EST 
(620°L) 


(8z¢*8) 
678 ‘07 
LOL‘ Lot 
(0f6) 


LEL*84TS 


(or 930N) (Tt PUe OT 


(3809 Jy) 


42035 


Ainsea1l 
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Le Summary of Significant Accounting Policies 


Consolidation and Investments in Associated Companies: 
The consolidated financial statements include the accounts of the Company and 
all of its wholly-owned subsidiaries. Investments in associated companies over which 


the Company exercises significant influence are accounted for under the equity method. 


Certain balance sheet items have been reclassified to conform with the Company's 
1978 financial statement presentation. 


Marketable Securities: 

Marketable securities are stated at cost which approximates market. 
Inventories: 

Inventories are stated at the lower of cost (principally average) or market. 
Property, Plant and Equipment: 

Property, plant and equipment are stated at cost. Annual depreciation (including 
amortization related to assets held under capital leases) is provided using the 
straight-line method, generally at the following rates: Land fixtures, 4 to 5%; 
Buildings, 2 1/2 to 5%; Machinery, equipment and furniture, 4 to 12 1/2%. Depletion 
is provided on the unit-of-production basis. When significant properties are re- 
tired or sold, the asset values and related reserves are eliminated from the accounts 
and any gain or loss on disposition is included in earnings. Maintenance and repairs 
are generally charged to expense as incurred. Major renewals and betterments generally 
are capitalized. 

Pension Plans: 

Pension costs, which include prior service costs amortized principally over 
a thirty-year period, are computed on the basis of accepted actuarial cost methods. 

The policy is to fund pension costs accrued. 
Income Taxes: 


Investment tax credits are accounted for using the flow-through method. 


United States income taxes are not accrued for undistributed earnings of 
Canadian subsidiaries as such amounts are considered to be permanently invested. 
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LA Summary of Significant Accounting Policies - Continued 


Income Taxes (Continued): 


If such undistributed earnings ($32,910 at December 31, 1978) were remitted, 
the resulting tax liability would be substantially offset by foreign tax credits. 


Earnings Per Share: 


Earnings per share are based upon the weighted average number of shares out- 


standing during the year giving retroactive effect to the 5% stock dividend declared 
in December, 1978. 


25 Change in Accounting Policy 


In accordance with the requirements of the Securities and Exchange Commission 
Accounting Series Release No. 225, the financial statements reflect the retroactive 
adjustment for the provisions of The Financial Accounting Standards Board Statement 
No. 13 which requires capitalization of certain leases which were formerly treated as 
operating leases. The cumulative adjustment necessary to record the assets and 
telated obligations under capital leases is shown as an adjustment to January 1, 1977 
earnings reinvested in the business. Certain income, expense and other balance sheet 
accounts (principally deferred income taxes) have been restated to reflect the retro- 
active application. 


3 Inventories 
1978 Loy) 
Inventories comprise the following: 
Finished goods and work-in-process ...... $ 48,872 S 48.132 
Rawtnaterialsy, tehers“ #acbs Yo.eteds.esl. i904 LjeZ61 16,187 
Operatingssuppliés Bee OUl LN ce tedeeced ga.8s 9, 380 9,488 
§:763013 Sy73, 807 


Opening and closing inventories used in the computation of cost of sales were 
as follows: 


1978 1977 
January SLO CS Wexner eee ner. Bi he oe Sas Sy THE Pts O14 $ 64,192 
December 432) 02-00%, PRESS AOR. SR ep AP Shee 70,013 235,007 
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4. Property, Plant and Equipment 


Property, plant and equipment comprise the following: 


1978 1977 
Landvalaga Giant licane acflagace aca acceunéed 2ors me3905 3429, 070 
Mining properties, andarights!).0).9)-n0set.aecmrmrs ne 20,850 19,140 
Buildingstandhland(tixtures@® feat. Feel eae iea 3 87,244 87,656 
Machinery, equipment and furniture ....... 310, 342 261.060 
Assets held under capital leases ........ 71,900 685321 
Constructienstinyprogress. se.) ss 9. tees oe 4) 10,084 16 , 367 
30937325 481,934 
Less, Allowances for depreciation and 

Gap LetCiOny nce sec soe, Ue) hs wou odes amen sera 224,289 217,974 
$285 ,036 $263,960 


The following is an analysis of property held under capital leases: 


1978 1977 

Vandyandfbowildingsy. ‘hads weve n ods fe R SP ea cass lOPLSO $10,130 
Machinery andjequipmen® svGs  Pe.055 Sahil oe ase 61,770 a8 791 
$71,900 $68, 321 


See Schedules V and VI. 


Se Investments in Associated Companies 


The Company's investments in associated companies at December 31, 1978 consist 
primarily of a 20% interest in Adobe Oil & Gas Corporation. The Company has options 
extending through 1980 to purchase an additional 600,000 shares of Adobe common stock 
at prices ranging from $18.00 to $25.00 per share. The excess of the carrying value 
of the Company's investment over its share of Adobe's underlying net tangible assets 
amounted to $9,923 and $10,518 at December 31, 1978 and 1977, respectively, which is 
being amortized over a period of 20 years. The market value of Adobe at December 31, 
1978 amounted to $24,850. The Company's share of earnings in associated companies is 
included in "Other income, net". 
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6. Short-Term Borrowing Arrangements 


. During 1978, the maximum amount of aggregate short-term borrowings outstanding, 
principally commercial paper obligations, at any month-end was $39,000 and the average 
short-term borrowings were $19,100, on which the daily weighted average interest rate 


was 7.7%. 
respectively. 
$73,000. 


Corresponding amounts applicable to 1977 were $35,000, $19,000 and 5.9%, 
The Company's available lines of credit with various banks aggregate 
The lines of credit are renewable annually with no commitment fees, generally 


provide unsecured financing for 90 days at the prevailing prime interest rate and 


Support the Company's commercial paper borrowing arrangements. 


Wo Long-Term Debt 


Long-term debt at December 31, 1978 and 1977 comprises: 


Sinking fund debentures: 


8 1/4%, annual redemptions due July 15, balance 1996. 
4 5/8%, annual redemptions due April 1, balance 1981. 


8% Promissory notes, annual installments 
January 1, LOS ScorlISl eee tee. tae. eee. et ee 


Notes payable -- banks: 
8 1/4%, semi-annual installments eae 
April 1, 1981, balance 1984 . : 
L247 (3/42 above the Canadian bank's prime > rate), 
semi-annual installments, balance 1983 . 


Other, 4 to 10%, due various dates through 1998 


Capital leases (See Note 8): 
Pollution control revenue bonds: 
5 1/2%, annual redemptions beginning 
December BY, 1985 *balanceitlgoyas”. a. 
5 3/4%, annual redemptions beginning 
October 1771984 Ssbalance 21096. JAeane 20. 
5 9/10%, annual redemptions beginning 
February 20) 81985) balance t1 999) Aka. panne sieeatiss 
6 1/4%, Industrial development revenue bonds, Scere 
redemptions beginning June 30, 1984, balance 1998 . 
Other capital leases 
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1978 
$ 34,000 
9,436 


2,730 


20,000 


2,040 


5,654 
73,860 


15), 250 
5,000 


5,300 


25000 
28,250 
22,828 
$124,938 


Loa 


$ 36,000 
J 110 


4,095 


20,000 


2,457 


bi 7. 
795933 


$131,464 


THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -- Continued 


(All dollar amounts, except per share amounts, 
expressed in thousands of dollars) 


We Long-Term Debt - Continued 


At December 31, 1978 payments due on long-term debt, excluding capital leases, 
for the succeeding five years are as follows: 


1979 wreee SUPL. cd pleat aoe. ase 4 
1980. @.iiat De-eerl iy eile. 5,395 
LOST gan Lek ol eareoree ; b5¥293 
9.8 2th Oe ote. Ge ee ©: 9 7196 
LOSS Ae. Be. epee. 11,411 


Amounts authorized by indentures relating to the Company's 8 1/4% and 4 5/8% 
sinking fund debentures are $40,000 and $35,000, respectively; none of these debentures 
are held by or for the Company or any of its affiliates. Repayment requirements of 
the sinking fund debentures have been met. 


Expenses in connection with the issuance of long-term debt are being amortized 
over the life of the debt on the straight-line method. 


The Company has certain restrictions, principally under long-term debt in- 
struments, with respect to the payment of cash dividends and the purchase or redemption 
of Company stocks. The amount of earnings reinvested in the business free of such 
restrictions at December 31, 1978 was approximately $84,200. 


8. Leasing Arrangements 


The Company leases land and buildings (principally wholesale supply distribution 
facilities) and machinery and equipment (principally mobile equipment) under various 
capital and operating leases. The land and building leases expire at various dates 
through 1996 and the machinery and equipment leases expire during the next 8 years. 
Certain leases include options at their expiration for lease renewal or purchase of 
the leased property at prices not exceeding fair rental or marxet value at the option 
date. 


The Company has guaranteed the repayment of the pollution control and industrial 
development revenue bonds issued in prior years to finance the construction of facilities 
which the Company is leasing from the governmental authorities which issued the bonds. 
The lease agreements provide for annual lease payments equal to the bond redemption 
requirements, plus accrued interest. Such lease payments consist of interest require- 
ments of $1,608 per annum through 1982 and bond redemption and interest requirements 
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8. Leasing Arrangements - Continued 


thereafter. Under the lease agreements, the Company has the option to purchase such 
facilities, commencing with the scheduled redemption periods, for the then outstanding 
amount of bonds, plus a premium, or for one dollar at the conclusion of each lease. 


At December 31, 1978, future minimum lease payments under capital leases 
(together with the present value of the net minimum lease payments) were as follows: 


Year ending December 31, 


1979s. 2e ee eee. ee tak Se Oey. 3 
1980 ca pedete ean Suda 8,963 
1.981, '.4 beeen? oo aed ear OS... RsT Lb 
LOS. gr 5 BR ES 2. shes yee bs 173 
LOSSaRk . Reece. 5 eee ier 3585) 
Laternsyears eee see eee arcs 50,503 
Total minimum lease payments ...... 04 3379 


Less, Amount representing estimated 
@xecutory; COStSis. Luoywetee Ao ey Ace C180) 


Net minimum lease payments ....... 93,199 
Less, Amount representing interest .. (36,270) 


Present value of minimum lease payments; 
(current and non-current long-term 
debt o£ 7$55651 and 351-078" 
Eespectively)iyjaa ety tunaaece canes 3p el) 950% 929 


The Company also leases machinery and equipment under operating leases. Rental 
expense for operating leases in 1978 and 1977 was $10,011 and $6,819, respectively. 
At December 31, 1978, future minimum rental payments required under operating leases 
that have non-cancellable lease terms in excess of one year were as follows: 


Year ending December 31, 


L979 os odes ee et bette ee eee TOL 
TO SOM, See eee een tee en es 3,386 
LOST cosas: te RRR ES Tones ate Ze 00 
LOGZe ie sec forte ee oles wher ties cc oyLo2 
LOSS) clad strc ahs Cee Moca ste sae 170) 
Later vearse <0. e ee eme so Beas) 

1OCal weer 6 «SLO s2o9 
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9. Proceeds from Sale of Future Production 


In June, 1977, the Company sold future production from certain limestone 
deposits for $25,000. Under the agreement, the Company received $12,500 in June, 1977 
and the remainder in December, 1978. The proceeds have been deferred and will be re- 
flected in income, together with related costs and expenses, as the limestone is pro- 
duced ‘and sold. An amount equivalent to interest is payable by the Company at an 
average rate of 8.9% of the outstanding production payment. 


OF Preferred Shares 


At December 31, 1978, preferred shares authorized were as follows: 
$4 cumulative, no par - 8,359; $4.50 Series A Convertible Second, $100 par - 14,778; 
$2.25 Series B Convertible Second, no par - 341,810. Cash dividends in 1978 and 1977 
amounted to $291 and $654, respectively. 


During 1977, the Company extended an offer (which expired on May 27, 1977) 
to the holders of the $2.25 and $4.50 Convertible preferred shares to exchange their 
shares for common shares of the Company in the ratios of two common shares and four 
common shares for each share of preferred, respectively. In addition, the Company 
extended an offer to the holders of the $4 preferred shares to tender each of their 
shares for $75.00 in cash. 


Assuming that the common shares issued under the exchange offer had been 
issued as of January 1, 1977, the pro forma net income per share for 1977, adjusted 
for convertible preferred dividends, would be $2.93. The pro forma effect of assuming 
the repurchase of the $4.00 cumulative preferred stock as of January 1, 1977 is not 
material. 


At the 1978 Annual Meeting, the shareholders' approved retirement of all 
preferred shares held in treasury as of December 31, 1977 and such shares have been 
reflected as retired in the accompanying financial statements as of that date. 


At December 31, 1978, after giving effect to the payment of the 5% common 


stock dividend, each share of the $4.50 and $2.25 series preferred stock is convert- 
ible into 3.185 and 1.337 shares of common stock, respectively. 
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I), Preferred Shares - Continued 


Transactions in preferred shares during 1978 and 1977 are as follows: 


$4.50 Series A $2.25 Series B 
$4 Cumulative Conv. Second Conv. Second 
Issued Treasury Issued Treasury Issued Treasury 
1977 
Balance, January 1, 

1977 37,280 (1,237) 118,604 - 398,800 ~ 
Exchange of shares - ~ - (103,820) ~ (305,890) 
Purchase of shares - (27,684) - (6) - (300) 
Retirement of 

treasury shares (285921) 7 255020 (103 , 826) 103,826 (306,190) 306,190 
Balance, December 31, 

1977 8,359 - 14,778 - 92,610 - 
1978 
Purchase of shares ~ (5) 520) - C041) - (400) 
Conversion of shares - - (25947) - (3 ,630) - 
Balance, December 31, 

1978 8,359 (55520) 11583) (1,041) 88 , 980 (400) 


The caption "Exchange of shares" includes 30 shares of $4.50 Series A and 745 
shares of $2.25 Series B preferred stocks which were converted into 90 and 942 shares 
of common stock, respectively, during 1977. 


The $4 preferred stock has a sinking fund provision requiring the annual re- 
demption of 2,000 shares. The Company has acquired sufficient shares to satisfy this 
requirement through 1993. 


The aggregate involuntary liquidation or redemption amount of the outstanding 
preferred stocks at December 31, 1978 was $5,792 and the voluntary amount was $6,087. 


The amounts (plus accrued dividends) to which each share is entitled are: 


Involuntary Voluntary 
S4zcunvulative Jin. Vall. Solae- got SH $100.00 $107.00 
$4.50 Series A convertible second. . 100.00 105.00 
$2.25 Series B convertible second 50.00 S2eou 


At December 31, 1978, the use of earnings reinvested in the business is not 
restricted by the excess ($3,775) of the aggregate involuntary liquidation amount over 


the stated value of the $2.25 preferred stock. 
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TEL, Common Shares 


During 1977, the number of authorized shares of common stock ($5 par value) 
was increased from 10,000,000 to 20,000,000. 


Common stock reserved for options and for conversion of preferred shares 
aggregated 209,153 and 152,782 shares, respectively, at December 31, 1978. No capital 
shares of the Company are reserved for options, warrants, conversions or other rights 
except as indicated in this note. 


On December 6, 1978, the Board of Directors declared a 5% stock dividend payable 
January 25, 1979 to stockholders of record December 21, 1978. Per share amounts and 
stock option data have been retroactively adjusted for stock dividends declared 
through December 31, 1978. The effect of the 5% stock dividend was to reduce earnings 
per share by $.27 and $.15 in 1978 and 1977, respectively. 


Cash dividends in 1978 and 1977 amounted to $9,411 ($1.33 per share) and 
$7,674 ($1.14 per share), respectively. 


Transactions in common shares during 1978 and 1977 are as follows: 


Shares Treasury 
Issued Shares 
1977 
Balance, -Januaty 2), eh Oy jae. os) pe eee mn on acer: ate 5,924,239 (294,500) 
Exercise, oftstacktoptionseeiara.e- asda deth- pron 11,800 - 
Exchange of preferred for common ........-.- 1,026,482 - 


Retirement of treasury shares ... - « s\2 «us! (294 ,500) 294,500 
Balance, December, -317219.7.7.. sey feclcr eee anew te cs 6,668,021 - 


1978 
EXereise Of 7stock Opt 10nS sa .ui.u. «0.0 alias eee en ee. 63,650 - 
Conversion of preferred stocks . .....+-e.e - 13,471 = 
Stockiidividend. 16. s4yous, oo ttowabar.75 aotgakusal: 337,258 - 
Balance, December v3 jrl97S saa sae ies 1c e- Baitete Ue 7,082 ,400 - 


Under stock option plans approved by shareholders in 1972 and 1969, the Company 
is authorized to grant options over a ten-year period to certain officers and employees 
for the purchase of a maximum of 200,000 and 100,000 shares of common stock, 
respectively. The plans provide: (1) the option price may not be less than the fair 
market value at date of grant; (2) amounts applicable to options exercised must be 
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Dal Common Shares - Continued 


paid in full on the date of exercise; (3) options are exercisable twelve months after 
grant and expire five years after date of grant; and (4) no option may be exercised 
while any options previously granted under these plans are outstanding at a higher 
price. No charges are made to income in connection with the granting or exercising 
of these options. 


When options for common stock are exercised, the par value of the shares 
issued is credited to "Common Stock" and the excess of the option price over par value 
is credited to "Capital Surplus". 


Information with respect to these plans follows: 


Number Option Price Market Value 
of Shares Per Share Total Per Share Tocal 
Shares under option at 
December 31, 1978 (a) 
Year of grant: 
OT Mes, Shee IR. atoticdre 84,781 $20.2976 Bh y7/ezal $20.2976(b) Slr 2i 
VER OE Ac Odo. OFC OL OOS _18,480 14.1071 261 14.1071(b) apt 
103,261 $1,962 £1,982 
Options first exercisable: 
TOWED ob A Ch eee OIG oo 135.0 PNG spas) $2,412 21625 (Ce) $2,447 
STN coc aE OD. OES oe OOO None 
Options exercised: 
NOVI i 8 GM NGy OW Soham 63,650 14.8125 ibs USite} 20.125 (d) 1,704 
to to 
213125 38.25 
‘Che? Seen SOA, “Seon 11,300 14.8125 180 17.375 (d) 248 
to to 
16.00 22.00 
Options granted: 
NOP oe Gf Gho.G o Urde a oo None 
WHE p ct 3 Ceca oes om oO ou 114,150 Pat sleds 2,433 Po, SEY) (Qo) 2.433 
Options cancelled: 
Ae Gb aro oe So fa 1,500 es 32 
WR o OG ft th th Oo GeO 1,500 14.8125 29 
and 
21.3125 
Options expired: 
rian GREG “SRG cml Geen 525 16.00 5 
LOTTI. che. tie Ree Sater 18,990 31.00 586 
Shares available for future options 
at December 31 (a): 
oF tee ae Soieecwts -. OCs Calais Onn 105 , 886 
VO7Fet wt oe SMa aes a lees 103,971 


(a) After giving effect to 5% stock dividend. 
(b) At dates options were granted. 

(c) At dates options first became exercisable. 
(d) At dates options were exercised. 
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WAG Other Income, Net 


Other income, net consists of the following: 


1978 1977 

Net gain on sale or termination of 

CertainsoperattonsS. msm. eee nee. ar enae ee aee 5 OyLo7 Sr 35 
Estimated loss on investment of Hajoca Corpora- 

tion=(formerly Gableoindustries) Inc.) #s0s¢.nome0- (6,712) = 
Net gains on sale of property and equipment .... iyi 2 L2o0 
Unrealized Canadian currency exchange loss ..... (1,347) (1,467) 
Equity in net earnings of associated companies... 652 662 
Interest) income -ka4-'.@o8cesas oe Mees a ee ae 1,596 646 
Miscellan@ouS,eNe t nutes ctubed cent, 6 SEEM cue ss 279 939 


The pre-tax gain on sale or termination of certain operations ($6,167) results 
principally from the sale of the Company's wood fiber products plant in Mississippi. 
These transactions increased net income by $3,914 ($.55 per common share). Net sales 
and net income for these operations included in 1978 operating results prior to sale 
or termination are not significant. 


During the fourth quarter of 1978, the Company re-evaluated its investments 
in associated companies. Due to certain changes in management's policy with respect 
to its investments in associated companies, the Board of Directors authorized manage- 
ment to pursue appropriate plans for disposition of its investment in Hajoca Corpora- 
tion (44% owned). The carrying value of such investment has been written down to 
estimated net realizable value and is included in other assets. The effect of such 
write-down on 1978 results of operations is to decrease net income and earnings per 
share by $4,489 and $.64, respectively. 


13% Pension Plans 


The Company and its subsidiaries have various pension plans, some of which are 
contributory, covering substantially all salaried and sales employees and certain 
hourly employees. Pension costs under the plans in 1978 and 1977 were $5,535 and $5,372, 
respectively. The actuarially computed value of vested benefits of all Company pension 
plans as of the latest actuarial valuation date of each plan was $79,400, of which 
approximately 82%, or $65,200 is funded, the balance being funded in accordance with 
the requirements of the Employee Retirement Income Security Act of 1974 or other 
applicable law. Unfunded prior service costs amounts to approximately $23,700 
at December 31, 1978. In addition, the Company contributed $1,646 and $1,488 in 1978 
and 1977, respectively, to various joint industry and union administered pension plans, 
where the Company contributes defined amounts per unit worked. 
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THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -- Continued 


(All dollar amounts, except per share amounts, 
expressed in thousands of dollars) 


15% Contingencies 


In 1973, the Company and certain other manufacturers and sellers of poly- 
urethane foam were named as party defendants in a private civil suit instituted in 
Federal District Court in Arizona as a class action by the State of Arizona and others 
(the "first Cook case"). The case was dismissed as to the Company in 1974 and the 
decision by the District Court was affirmed by the Circuit Court of Appeals for the 
Ninth District in August, 1976. After a request for a rehearing was denied, plaintiffs 
filed a petition for review by the U. S. Supreme Court which was denied in March, 1977. 


In 1975, litigation was instituted in the state courts in Arizona and California 
against the Company on behalf of certain named plaintiffs who would have been members 
of the class in the first Cook case. The cases filed in state court in California have 
been removed to the Federal courts and transferred to the District of Arizona. The 
Company's motions to dismiss these several actions on various grounds and against 
various plaintiffs have been granted in part and denied in part. Discovery is pro- 
ceeding in these cases. 


Several other plaintiffs have sued in the state courts in California, Nevada 
and Tennessee to recover for personal injury and property damage allegedly caused by 
polyurethane foam installations. 


Based upon the investigation made to date of the facts and legal issues involved, 
it is the opinion of the counsel engaged to represent the Company in the above 
several actions that the Company has meritorious defenses to them. Depending upon 
various circumstances, some or all of the damages, if any are ultimately awarded, 
would be covered by insurance. 


The Company has been named as defendant, along with numerous other defendants, 
in a number of actions commenced in Federal courts in various states by plaintiffs, 
purporting to represent various groups alleging that the Portland Cement Association 
and itsmembers, including the Company, have violated the antitrust laws by engaging 
in a conspiracy to fix, stabilize and maintain the price of cement. No specific 
amount of money damages is claimed. These actions, most of which have been remanded 
to the District of Arizona, are only in a preliminary stage. Management of the Company 
denies the allegations. Based upon investigation of the allegations to date counsel 
engaged to represent the Company in these actions believes that the position of 
management is sound and remains of the opinion that the Company has meritorious de- 
fenses to the claims. The Company intends to defend the actions vigorously. 


The Company is also party to other routine claims and suits brought against it 
in the ordinary course of business. In the opinion of management, all such matters 
are adequately covered by insurance or, if not so covered, the results are not expected 
to materially affect the Company's financial position. 
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THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -- Continued 


(All dollar amounts, except per share amounts, 


or Segment Data 


expressed in thousands of dollars) 
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Information about the Company's operations in different industries for the 


years ended December 31, 1978 and 1977 is as follows: 


Cement 
Building and Lime Stone Canadian Con- 
1978 Products Products Products Operations Eliminations solidated 
Net sales to unaf- 
filiated customers S432 99S S128 77 33 od 1 1944 $69,500 - 730875 
Intersegment net 
sales 33 3,998 be ey) 3, 856 CS95220) = 
Total net sales $414,031 pl se mot SlTgiN283 $7 9356 ($9,226) $730,175 
Operating profit $ 48 ,633 S 27,636 $ 105418 >. 28 - $ 89,563 
Canadian currency 
exchange loss (1,347) 
General corporate 
expenses, net (9,822) 
Interest expense (ele3055 ) 
Income before 
income taxes 180) 339. 
Identifiable assets 
at December 31, 
1978 $157,781 $168,723 $ 68,107 $59,954 _ - = = $454,565 
Investments in 
associated 
companies 24,864 
Corporate assets 12,155 


Total assets at 
December 31, 1978 


$551,584 


THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS -- Continued 


expressed in thousands of dollars) 


(All dollar amounts, except per share amounts, 


13), Segment Data - Continued 


sey 


Net sales to unaf- 
filiated customers 
Intersegment net 
sales 
Total net sales 


Operating profit 


Canadian currency 
exchange loss 
General corporate 
expenses, net 
Interest expense 


Income before 
income taxes 


Identifiable assets 
at December 31, 
1977 


Investments in 
associated 
companies 

Corporate assets 


Total assets at 
December 31, 1977 


Building 
Products 


$324, 388 


656 


$325,044 


2. 2 my Lod 


Cement 
and Lime 
Products 


91034532 


3,438 
$106,970 


S LoS 


Stone 
Products 


S$” 945765 


ys 37 


3965102 


3s 8,337 


$154,908 $152,459 $ 53,794 


Canadian 


Operations 


$64,732 


oO 
$67,693 


Se Sk 


SOM 17 


Eliminations 


(Sens 92) 


(383392) 


Con- 
solidated 


$587,417 


$587,417 


38108 
(1,467) 


(5m219) 
Gl21995 3) 


$ 34,464 


$417,738 


235075 
_ 53,801 


$495,414 


The Company operates principally in three industries which have been grouped 
into the following four segments: 


Building Products - includes production and sale of gypsum, roofing, 


insulation and flooring products. 


tribution centers which carry Flintkote products, as well as products 


manufactured by others. 


Also included are building products dis- 
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THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -- Continued 


(All dollar amounts, except per share amounts, 
expressed in thousands of dollars) 


S$? ossS$Ss@Oonw@mes®=SOSeS=Somumeee 
16. Segment Data - Continued 


Cement and Lime Products - includes production and sale of portland > 
cements, high grade limestone, hydrated lime, quicklime and calcium 
carbonate. 


Stone Products - includes production and sale of concrete, crushed 
stone products, contract construction services and home repair products. 


Canadian Operations - includes production and sale of crushed stone 
and gypsum rock, contract construction services, bituminous concrete, 
asphalt road emulsions, flooring products and home repair products. Also 
included are flooring centers which sell and install Flintkote as well as 
other manufacturers’ flooring products. The Company has organized its 
Canadian businesses as a separate operating entity, although certain of 
these operations, principally Stone Products, are similar to the Company's 
domestic activities. 


Total revenue by business segment includes both sales to unaffiliated customers, 
as reported in the Company's consolidated income statement, and intersegment sales. 
Intersegment sales of Cement and Lime Products are principally at market and all 
other intersegment sales are principally at cost. 


Depreciation and depletion and capital expenditures during 1978 and 1977 for 
each of the segments were as follows: 


Depreciation Capital 

and Depletion Expenditures 

1978 LOT. 1978 1977 
Budelding Product s.s.anf tenn «aac neg eau yeDU $7,029 CHU p Al 5.0126 
Cement and Lime Products .... 7,995 9,078 VO se 20,026 
Stones COGUuGt Sim torg.e pie Peed oe eee an 4,595 4,693 14,503 4,946 
Ganadian Operationse.. b.atancenaaenhs 3,062 3,069 4,642 2,995 


General corporate expenses, net, principally include unallocated corporate costs, 
net gains on disposalsof property not identified with current operations of a specific 
segment, earnings of associated companies, and in 1978, loss on writedown of in- 
vestment in Hajoca Corporation to estimated net realizable value. 


Corporate assets consist of items not identifiable with or currently utilized 
by specific business segments, including cash, certain receivables, property under 
construction and investments held for disposition. 
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THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -——- Continued 


(All dollar amounts, except per share amounts, 
expressed in thousands of dollars) 


6. Segment Data - Continued 


Investments in associated companies is principally the Company's investment 
in Adobe Oil & Gas Corporation which operates principally in the United States. 
Adobe engages in the exploration and recovery of petroleum and natural gas products 
and has interests in coal mining operations and a refinery. 


Tie SEC Replacement Cost Data (Unaudited) 


The replacement cost information presented in this section of the financial 
statements is furnished pursuant to Rule 3-17 of Regulation S-X which was announced 
in the Securities and Exchange Commission's Accounting Series Release No. 190. In 
that Release, the SEC cautioned investors and analysts against "simplistic use" of 
replacement cost information. In issuing that warning, the SEC stated: 


" ..(The Commission) intentionally determined not to require the dis- 
closure of the effect on net income of calculating cost of sales and 
depreciation on a current replacement cost basis, both because there are 
substantial theoretical problems in determining an income effect and be- 
cause it did not believe that users should be encouraged to convert the 
data into a single revised net income figure. The data are not designed 
to be a simple road map to the determination of "true income’. In 
addition, investors must understand that due to the subjective judgments 
and the many different specific factual circumstances involved, the data 
will not be fully comparable among companies and will be subject to errors 
of estimation." 


The replacement cost information is based on the hypothetical assumption that 
the Company would replace its inventory and productive capacity at the end of its 
fiscal year, whether or not the funds to do so were available or such "instant" 
replacement were physically possible. This assumption requires that management 
contemplate many actions at the end of each year that ordinarily would not be 
addressed all at one time. Accordingly, the information should not be interpreted 
to indicate that the Company actually has present plans to replace its productive 
capacity or that actual replacement would or could take place in the manner assumed 
in estimating the information. In the normal course of business, the Company will 
replace its productive capacity over an extended period of time. Decisions concern- 
ing replacement will be made in the light of economic, regulatory and competitive 
conditions existing at the time such determinations are made and could differ 
substantially from the assumptions on which the data included herein are based. 


THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -— Continued 


(All dollar amounts, except per share amounts, 
expressed in thousands of dollars) 


U7. SEC Replacement Cost Data (Unaudited) -— Continued 


Replacement cost information required by Rule 3-17 is as follows: 


At December 31, 1978 At December 31, 1977 
Replacement Historical Replacement Historical 
Cost Cost Cost Cost 
Inventories: 
Finished goods and work-in-process . S$ 54,129 3 45, O12 5 5,358 Ss 40452 
Raw materials : 18,467 17 sol 16,625 16,187 
Operating supplies ..... 9,629 9 , 380 9,699 9,488 
B2e225 $_76,013 $79,660 913,807 
Property, plant and equipment: 
Buildings and land fixtures $179,915 Sieaagz9 $1745520 $ 84,090 
Machinery, equipment and BUerietce ; 718,810 364,275 644 ,619 B32.) 00 
898,725 448,554 819,139 416,848 
Less, Allowances for depreciation 442 , 300 206 , 020 414,361 201,701 
$456,425 $242,534 $404,778 $215,147 
Year Ended Year Ended 
December 31, 1978 December 31, 1977 
Replacement Historical Replacement Historical 
Cost Cost Cost Cost 
Cost of Sales $609,108 $585,994 $507,834 $488,727 
Current Year Depreciation/Depletion: 
Included in above Cost of Sales 575823 19,875 35,154 19,793 
Included in other accounts . BASIE, 3,456 6,748 A224 
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THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -- Continued 


(All dollar amounts, except per share amounts, 
expressed in thousands of dollars) 


ee 


173 SEC Replacement Cost Data (Unaudited) - Continued 


The basic replacement cost data presented above do not reflect any operating 
cost savings which may result from the replacement of existing assets. If the 
Company's productive capacity were to be replaced in the manner assumed 
in the calculation of replacement cost, certain costs in addition to deprecia- 
tion expense would be altered. Although these expected cost changes cannot be 
quantified with precision, the current level of operating costs other than deprecia- 
tion would be reduced as a result of the technological improvements assumed in the 
hypothetical replacement. In the opinion of management, such operating cost 
efficiencies would be significant. 


The replacement cost information presented does not reflect all of the effects 
of inflation and other economic factors on the Company's current cost of operating 
the business. Rule 3-17 does not require consideration of these effects on assets 
and liabilities other than as stated herein. The Company has not attempted to 
quantify the total impact of inflation and changes in other economic factors on its 
business because of the many unresolved conceptual problems involved in doing so. 
Further, the above replacement cost information standing alone does not recognize 
the customary relationships between cost changes and changes in selling prices. 

The Company has attempted over the years to adjust selling prices to maintain profit 
margins. Competitive conditions permitting, the Company expects to modify its sell- 
ing prices to recognize future cost changes. 


The replacement cost of inventories was calculated by using prevailing year- 
end prices of purchased items and the approximate year-end production cost of 
manufactured items adjusted for seasonal distortions and includes depreciation based 
on replacement cost of productive capacity. Accordingly, such replacement cost may 
not compare to any costs which may be actually incurred in the subsequent replacement 
(after sale) of such inventories. 


Replacement costs of productive capacity for 1977 were developed principally 
through indexing of 1976 cost (76%) and direct pricing (20%). Replacement costs for 
1978 were based mainly on indexing of 1977 costs. 


Replacement cost of sales was estimated through adjustment of each operation's 


historical costs for the time lag between incurring inventory costs and their sub- 
sequent conversion into sales revenue. 


F-64 


THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -- Continued 


(All dollar amounts, except per share amounts, 
expressed in thousands of dollars) 
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il7/e SEC Replacement Cost Data (Unaudited) - Continued 


Depreciation based on the replacement cost of productive capacity has been 
estimated on a straight-line basis using the same estimates of useful life utilized 
in preparing the historical cost financial statements. Average replacement cost of 
productive capacity during the year was the basis upon which depreciation expense 
was computed. Where depreciation or depletion of mineral resource assets and other 
assets for which replacement cost has not been provided is included as a component 
of cost of sales or other accounts, such component has been included in the replace- 
ment cost data at the historical cost amount. 


Replacement cost data is not required for assets classified as mineral 
properties and rights, however, disclosure of costs incurred currently in the acquisi- 
tion, exploration and development of mining properties is required. During 1978 
$1,846 was spent on the acquisition of mining properties. Other expenditures con- 
sisted of development costs relating to stripping of overburden from mining properties, 
which are deferred as incurred and charged to income as the minerals are extracted. 
During 1978, $2,183 was expended for stripping activities and $3,212 was charged to 
income. Comparable amounts for 1977 were $1,735 and $1,811, respectively. 

Unamortized stripping expense at the end of 1978 and 1977 amounted to $1,219 and 
$2,248, respectively. Competitive conditions permitting, the Company expects to 
modify its selling price to recognize future cost changes. 


Assets identified as "Not to be replaced" are primarily related to operations 
terminated and to surplus assets at various locations. 


Replacement cost amounts related to foreign (Canadian) assets have been 
initially calculated in Canadian currency and translated to U. S. Dollars using 
year-end rates of exchange. Replacement cost amounts related to Canadian cost of 
sales and depreciation expense have been translated using average annual rates of 
exchange. 
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THE FLINTIKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS -- Continued 


(All dollar amounts, except per share amounts, 
expressed in thousands of dollars) 


18. Quarterly Financial Data (Unaudited) 


Summarized quarterly financial data for 1978 and 1977 is as follows: 


March 31 June 30 September 30 December 31 
1978 
Net sales $123,424 $199, 334 $217,633 $189,784 
Cost of sales $103,661 $158,944 $171,206 St52e183 
Other expenses and 
income, net Glee) 20,662 20 4 20,437 
Si2ieeo0 $179 , 606 $191 320 $172 ,620 
Net income $ 1,418 oe12..319 SES So y457 
Net income per share 
after provision for 
preferred dividends $.19 Sra74 S2.15 S120 
1977 
Net sales $_ 98,678 $157,648 $179,692 21915399 
Cost of sales Telia ihe ee $146 ,892 a AT MAES Os) 
Other expenses and 
income, net 14,098 16,509 16,410 i209 
$ 99 ,876 $145,361 $163, 302 $144,414 
Net income (loss) (S$ 637) $ 7,410 $ 9,875 Soa, 201 
Net income (loss) per 
share after provision 
for preferred dividends ($.16) $1.19 Sieey Seeks 


Three Months Ended 


The fourth quarter of 1978 includes disposal or termination of certain 
operations and writedown of investment (see Other income, net - Note 12). 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE III - INVESTMENTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS RECEIVED FROM AFFILIATES 


For the Year Ended December 31, 1978 
(thousands of dollars) 


Oe ee eS SS ee 


Column A Column B 
ee ee SSS 
Balance at Beginning 
of Period 
Number of 
Shares or 


Name of Issuer Units Amount 
and Description Principal in 
of Investment Amount of Dollars 
Bonds and 
Notes 


a 


COMPANY 
SUBSIDIARIES CONSOLIDATED: 

Abbey Glen Property Corporation: 

Common Shares without nominal or par valu€.......cceerercccccrerere 11395028 8,605 
Con-Force Costain Concrete Tie Co. Ltd.: 

Class A shares without nominal or par value.......sssesccsescrcores - - 
Con-Force Limited: 

Preferred and Common SharesS...c.scecccccccccccccsscsscssevccceserses 13, 000 3,964 
Engineered Homes Limited: 

Shares without nominal or par valu€.....ccerecceressrcsccccccserecs - - 
Genstar Construction Limited: 

Common Shares without par value€.......cccereccererreccrccccserseses - ~ 
Genstar Enterprises Limited: 

Preferred and Common Shares without nominal or par value........... 130,800 27,149 
Genstar Holdings N.V.: 

Common and Preferred Shares of a par value of 10 and 100 Dutch 


guilders each respectively...c.cseccecceseserccrcccesressrccsseee SYSH7/ 5 AM OXO) 29,932 
Genstar International S.A.: 
Common Shares of a par value U.S. $20 each.....-ceeeereccccscccvens 1,250,000 26,096 
Genstar Marine Limited: 
Preferred and Common Shares of a par value of $1,000 each.......... 31,401 22,889 
Genstar Services Limited (formerly Genstar Securities Limited): 
Common Shares without nominal or par value.........-eeeeee PCI ORIOeO 5,009 5,000 


G.N.C. Realty Products Limited: 
Preference Shares $100 par value and Common Shares of no 
PAL VALlUCL... ce weer reece cree ec srr ecrerersersssessrsesesscceees - = 
Indussa Corporation: 


Common Shares of a par value of $100 each.........2..eereseeee ererehens 15,000 3,460 
International Fertilizers Limited: 
Gommon Shares of a par value of S100 each............ elareiarscetens moteete Ws HS) 1,436 
Keith Construction Limited: 
Shares of no par value..... aie taveveretelotsce eustervevalerelerens AiG 0 OOOO DOT Oth. 00.0 - - 
McAllister Towing and Salvage Ltd.: 
Common Shares without nominal or par value..........+6-6. O09. 00-0 arererare a0 750 
Miron Company Ltd.: 
Preferred Series A, Class A and ordinary shares......... atekeharerercrerelshe 3,725,060 23,910 
Ocean Construction Supplies Limited: 
Shares of a) par value of SUOOMeaACIs ioc m alec ele +e ele sie ele sODooDOOUNS - - 
Redi-Mix Limited: 
Gommon Shares without nominal or par value... ... cee cece esos encse De TA OMah, 3,206 
Other: 
Gommon andmePrerenDredm Shae swreveleteredctelelellele)ereralelereleisle\e) lela stelreleltelelelelale 112,747 1,348 
Sis 5 VES 
50%-OWNED COMPANIES: 
Other: 
Gommony SHALES spe cieieievelevelie oes sleletelclelaiereoieielele) +) ole) esis) o)isl/ol's) eelalele) elovalateleleieleici«ielelsis $ il 
CONSOLIDATED: 
Non-consolidated financial services subsidiaries (100%)....+.+eeeseees = $ = 
507%-OWNED COMPANIES: 
Other: 
Common Shidicessran erate oiercrsielclislelalelelsievclohcvellelelelsiielelel esl el's oie elele ciclerorececera sete Bho PSs SiO LOG 
Investment in The Flintkote Company (21.5%)....c-s-seseessree oon eo eters - $ - 


Column C 


Additions 
Equity Taken Up 


in Earnings 
(Losses) of 
Affiliates and 
Other Persons 


for the Period 


$ 3,484 


Other 


Colum E 


Column F 


Column D 


Deductions 


Distribution 
of Earnings 
by Persons 

in Which 
Earnings 
(Losses) Were 


Other 


Balance at End 
of Period 


Number of 
Shares or 
Units 
Principal 
Amount of 
Bonds and 
Notes 


Amount 
in 
Dollars 


Dividends 
Received 
During the 
Period from 
Investments 
not accounted 
for by the 


Equity Method 


750 (3) 


1,920 ©) 
(3) 


36,000 6) 


(3) 


222 (3) 


(3) 


27,878 (3) 


Rep! 


$84, 938 


$21,048 ©) 


Sine 


$58 ,888 (1) 


Taken Up 


wr 
i 


| 


913 


wy 


INO) tess) (3) 


(3) 


(3) 


(3) 
(3) 


3, 206 


385 


$ (45,519) 


ce 


1,500 


1,000 


6,000, 000 


1,474,500 
1,250,000 
31,401 


5,000 


612,000 
15,000 
12,750 

1,000 
750 
3,725,060 


11,806 


148 , 267 


138,450 


44,903 


1,522,500 


GpaE 932 
26,096 
ZL GOOo 


5,009 


7,840 
3,682 
1,436 


ik Sse) 


1, 146 
$197, 164 


pt ae 


Boe 50 


Ss Ss) 


$61,935 


5,000 


2,085 


GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE III - INVESTMENTS IN, EQUITY IN EARNINGS OF, 


AND DIVIDENDS RECEIVED FROM AFFILIA 


For the Year Ended December 31, 19 
(thousands of dollars) 


Purchased for cash. 


Acquired in exchange for Series D preferred shares. 


TES 
78 


Acquired (eliminated) on amalgamation of Genstar Limited with subsidiaries. 


Sale for cash at equity value. 


Purchased for cash and debentures. 


Disposal of investment and reclassification to current assets. 


All subsidiaries of the Corporation are 100% owned except Con-Force Costain 


Concrete tLe. Co. Ltd. whichmise/>sowned. 


Reconciliation of schedules to financial statements 


NeGaincemesor SO,fowned companles.. ..icsael-vekels: «ee 


Investment income 
Subsidiaries consolidated - dividend......... 
= LR CCLES Es aelelereeiene 
UiinconporatedeiOmne Ventures... .. csc eterelelsrele.s 
OUI Careres sleuccccherctsls otele crete’ sie. ae 'e c.« el ohereloie eroncceerete 


Investment 
Subsidiaries 
SHAE Getrerch srolerccehecs{s.cie-e) ccetevsetetete © ci siesd fo oie clevorereione 
KAVETICE Strnrcte sterebefardiete cose are <feiste re stevatate ural emomente 


Joiut Ventures 
Investment in 50% owned companies 
DHIGC SiWetsie «eye sis cee’ s'e titeee eihcte ol atclels cee. 61 sere 
ING VIN C'S lava apse car apstateralelerert «er epaierene are! ores eel euere 
Investment and advances to unincorporated 
HOLME VeNLULe Sarrerse ecctcielcrals tenets eteteterel ets ielel ere 
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_Company 


$ 11,385 
11, 986 
12,709 

989 


$ 37,069 


197, 164 


ag A eS) 


$409,449 


6,347 


See ALE Se NUL 
S 6,347 


Consolidated 


$ (117) 


359 
WS EL) 


43,697 


$45,406 


GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE III - INVESTMENTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS RECEIVED FROM AFFILIATES 


For the Year Ended December 31, 1977 
(thousands of dollars) 


I ee an 


Column B 


Neen ee eee ener ee ee ee a ee een caneranrnnnnne nnn nnnnnnTEEENSEEEEEEEEE EE 


Column A 


Name of Issuer 
and Description 
of Investment 


Balance at Beginning 
of Period 


Number of 
Shares or 
Units 
Principal 
Amount of 
Bonds and 
Notes 


Dee eS SS SSS SS 


COMPANY 
SUBSIDIARIES CONSOLIDATED: 
Abbey Glen Property Corporation: 


Common Shares without nominal or par value......... Aonvosoeboonmodd 


BACM Industries Limited: 


Common Shares of a par value Of $5 CaCh...csreresserersereeserscece 


Con-Force Limited: 


Preferred and Common Shares......... Bin SO O8.0 OOOO D.0 OOGn-0 CORIO aie 
Genstar Development Limited: 
Common Shares of no par value...... Abs ORG 0 eionaleneteteners sd 0 aad ome 


Genstar Enterprises Limited: 


Preferred and Common Shares without nominal or par value....... ae 


Genstar Financial Limited: 
Common Shares without nominal or par value.....sseeressorereoeecs 
Genstar Holdings N.V.: 
Common and Preferred Shares of a par value of 10 and 100 Dutch 
guilders each respectively.......+.seseeees aieiereieheleienstsNolslorsteiarsielere 
Genstar International S.A.: 


Common Shares of a par value U.S. $20 each..... BSS 6 0.0100 006-0 SOOO 


Genstar Investment Limited: 
Common Shares of a par value of $100 each.... 
Genstar Marine Limited: 


Preferred and Common Shares of a par value of $1,000 each........ 
Genstar Pacific Corporation: 

Common Shares of a par value of $1 each...........-. AHOOEODO HOO 
Genstar Services Limited (formerly Genstar Securities Limited): 

Common Shares without nominal or par value........c-ereeroeesves : 


Genstar Western Limited: 


Common Shares of a par value of S10 each... ...cceeerereesceseccceess 


Indussa Corporation: 


Common Shares of a par value of $100 each............. HOC COSOUCUAOO 


International Fertilizers Limited: 
Common Shares of a par value of $100 each.......... Sienevenehercicnere rere ae 
McAllister Towing and Salvage Ltd.: 


Common Shares without nominal or par value.......... aielielietionelisneleichausharets 
McAllister Towing and Salvage Ltd. (formerly 83965 Canada Ltd.): 

Common Shares without nominal or par value.......... Sp.00 000005 Sioa 
Miron Company Ltd.: 

Preferred Series A, Class A and ordinary sharesS..........e+sesoes 
Redi-Mix Limited: 

Common Shares without nominal or par value.........csccsecesceeee 
Other: 

Common and Preferred Shares............. Ome OH oe Sime oodon ooo dow 


50%-OWNED COMPANIES: 


eoeceereseoereeeee eeeeeee 


Other; 
GommoOnmOWaATeSicre eclele rc) sciel cere lel ciel qretele eleislosiajetersis aielier el olerensireneuehutnene aieverelelebetetsi ele 
CONSOLIDATED 
50%-OWNED COMPANIES: 
Other: 
Gommomn) SHAT ESire ric tetel ee! = le) elialellollelis)ie; 01 eile) elelelels/ole ls FoOmens aiereieuehetaheleiessievekelere 


1,080,863 


Te SDE) UPS) 


5,000 


48 ,600 


500, 000 


2,100 


5,000 


15,000 


12,750 


1,000, 000 


3,725,000 


102, 736 


6,520 


247,891 


S5i/ 


$ 550 


SS Ab (AS 


(8) 


Column C Column D Column E Colum F 


Balance at End 


Additions Deductions of Period Dividends 
Equity Taken Up Distribution Number of Received 
in Earnings of Earnings Shares or During the 
(Losses) of by Persons Units Amount Period from 
Affiliates and Other in Which Other Principal in Investments 
Other Persons Earnings Amount of Dollars not accounted 
for the Period (Losses) Were Bonds and for by the 
Taken Up Notes Equity Method 
2 
- 1,309 S - - 1,139, 028 8,605 94 
(1) (3) 
- 120 - (43,217) - - 14,680 
- 3,964 (3) - - 13, 000 3,964 - 
6 
= = = (5) § ) - - 1,007 
5) 
- 27,149 ey - - 130,800 PT 5 AA) ~ 
(6) 
- - - (5) - - ; 
= USey/50 ne, - 14,172 (32 537,100 PS) 8)sy2 - 
1 
- 16 , 034 © - - 1,250,000 26 , 096 - 
6 
: : - mo - - : 
(6) 
- iL - - 31,401 22,889 600 
b) 
- - - (14,172) $ ) - - - 
- 2,900 ) - - 5, 000 5,000 ~ 
6 
= a = (50) § ) = = = 
- - - - 15,000 3,460 - 
- - - - 12,750 1,436 - 
3 
- - - (11, 180) ‘ ) - - - 
= 750 - = = 750 750 - 
- - - - 3,725,060 235,920) - 
- 3,206 3) - - AIRS O T/T) 3,206 - 
_ rag, =? 2 51 ©) 112, 747 1,348 : 
9 = ane $69,923 7 = $64,407) $157,745 $16,381 
7 
eet ee et ene ean 1 - 
——— ————— ——— MU srte ne sot BE 
SSO Ss Hig siete Ce sGulsy Bale: 3, f0,823 YF 95,106 $ - 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE III - INVESTMENTS IN, EQUITY IN EARNINGS OF, 
AND DIVIDENDS RECEIVED FROM AFFILIATES 


For the Year Ended December 31, 1977 
(thousands of dollars) 
1. Purchased for cash. 
2. Acquired in exchange for Series D preferred shares. 


3. Acquired (eliminated) on amalgamation with Genstar Limited of BACM Industries 
Ltd. and McAllister Towing and Salvage Ltd. 


4, Sale of operations to new subsidiary. 

5. Exchange of investment for shares of another subsidiary. 
6. Sundry charges and transfers. 

7. Sale for cash at equity value. 


8. Restated for conversion to equity basis of revenue properties previously 
reported on a consolidated basis. 


9. All subsidiaries of the Corporation are 100% owned except Abbey Glen Property 
Corporation (12%) whose remaining shares are owned by another subsidiary. 


10. Reconciliation of schedules to financial statements 
Company Consolidated 


Neteincome: ot 507, owned CompaniLes.e. ses ess esiee'e « $ - $ 4,745 


Investment income 


Subsidiaries consolidated - dividend..........0.6 S 16,301 S - 
oe STEELS terse ets lelele 10,096 red 

Ohelates ey rod BOAG.56 6:6 Ob Oto eS DOOD Col CHER CHE On Lis Ploy Gly 
SeZog too Seow Loy 


Investment in subsidiaries 


SHAT GS ts tone ale clchensieleloveneioierc: cleterelcloneiaie sicrstetenc cio sterese Pow) 5 Paes) oe 
INAVANC EStaratereteneratonchetartenetohererenele oterehelere siehevolehel- clei ekerele Os Aas: = 
Zode920 S - 


Joint Ventures 
Investment in 50% owned companies 


SHAT ES erat csc fois ave. ocelocele scotetsihore ie citierereleverciolerel eversterone if 9,106 
AAVAN CES). « satis. ccieleles acs tre sta Mlaboelete re creratelo s eletelatere a 1eS00 

Investment and advances to unincorporated joint 
Vite Stereelclsrelo els onercl cycitercnerenchetedelenerototeleletolelelelerere’ stele ery TOIL S 
Sipe $18 ,425 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE IV - INDEBTEDNESS OF AFFILIATES - NOT CURRENT 


For the Year Ended December 31, 1978 
(thousands of dollars) 


a a a re a ee A ye a 
Column A Colum B 


Column C 


a 


Balance at Beginning 
Name of Person of Period 


COMPANY 
SUBSIDIARIES CONSOLIDATED: 


Genstar Chemical. inci. weet bso 2 
Genstar Development Limited....... 28,149 
GCenstar Financial Gimtted., . sso. +a. 40,000 
Censtar PaciticyComporation....s< 12, 100 
Censtar Westernplimited.......s sss 946 
International Fertilizers, Limited (CESFASTOR 
Censtar HOLL Gin Sula sc tsiss cies aioietle Lebe 
CEN EIS ahs 5 nsera.c obeteca ook cs atels + Mieeteece se (545) 
$94,175 
CONSOLIDATED 


50% OWNED COMPANIES: 


ORUEGLS 220. c siaahetctls acct arctaltaieiucus Gina ee Se O00 


Balance at End 
of Period 


$e ee eee 


212,235. (1) 


wets nets (4) 
$212,285 


$ 1,350 ‘) 


(1) Increase represents funds advanced to cover working capital and 


investment requirements, 
(2) Decrease represents repayments of advances. 
(3) Amalgamation of subsidiary. 


(4) Transfer to current receivables, 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE IV - INDEBTEDNESS OF AFFILIATES - NOT CURRENT 


For the Year Ended December 31, 1977 
(thousands of dollars) 


ee ee EES 


Column A Column B Column C 
Balance at Beginning Balance at End 
Name of Person of Period of Period 


SS 


COMPANY 


SUBSIDIARIES CONSOLIDATED: 


Censtar Chemical “Inc... ...e..s00ce ee Loo © Lg gone P 
Genstar Development Limited......... 28, 149 28,149 
Censtar Financial Limited,.....<...»- ° 40,000 40,000 
Censtar Intermatronaly.. ...tecce cee Y, 052 - (2) 
Genstar Pacific Corporation......... 8,500 EZFEOO o) 
Censtar Western imi ted. .......ccsss 936 946 
Tnudussa. Corporatlonse.ss 0s. s0ss ese 2,800 - (2) 
International Fertilizers, Limited... (4,790) (1,790) 
McAllister Towing and Salvage Ltd... 263 - Y) 
Genstar HOLGINO Nive sic e sc oe sale sreisis - ts, 703 oe 
OLDE ES ices ste 6 e ciaeieie ls @ cece se eee (545) (545) 
SBPRRaaes seneaat! 
CONSOLIDATED 


50% OWNED COMPANIES: 


(1) 
OER GES ete oe arersien oo ao ya eee e ele he es ei S 4,936 ¢ 1,500 


(1) Increase represents funds advanced to cover working capital requirements. 


(2) Decrease represents repayments of advances. 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE V - PROPERTY, PLANT AND EQUIPMENT 


For the Year Ended December 31, 1978 
(thousands of dollars) 


Column A Colum B Column C Colum D Column E Column F 
Balance at Other Changes Balance 
Beginning Additions Add (Deduct)- at End 
Classification of Period at Cost Retirement Describe of Period 
COMPANY 
Plantesiteae. tre. cess ico 6 cele e077 146 14 (95) (1) 7,934 
4,020 (2) 
Quarries and gravel deposits 5,694 5 - 25, (eb) 8,491 
ALOE (23) 
BULECINES «50 sraverererarete oe as saree D3,.0.03 3, 012 320 (65 373)" (1) 64, 766 
14,844 (2) 
Machinery and equipment..... bya. DKS S25 Sw) 2,376 Ossv/ey (GD) 248,885 
: 38,033 7 (2) 
SPT) 54S? Soom 40 S25 7 1Ne $79,594 $330,076 
CONSOLIDATED 
PilanitmS ECCS crereheterec! spinel orsterate 16,918 651 1 gs: 305Gb) 16,176 
Quarries and gravel deposits 26,190 87 ICAU eA eh) (ID) 15-260 
But LAINE Gisele raretecsreys exes) «xevoleke 109,207 4,541 S33 7/Sy/ (GR S42) mls) 93,669 
Machinery and equipment..... 519,447 54,691 19,032 Savy aly) 501,323 
$671, 762 $59,970 SiO. 3103) $ - $626 ,429 


(1) Reclassification of assets. 


(2) Represents assets of subsidiaries amalgamated during the year. 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 
SCHEDULE V - PROPERTY, PLANT AND EQUIPMENT 


For the Year Ended December 31, 1977 
(thousands of dollars) 


Neen eee ee a re irennenreaeiraaninasasaeneianaann nnn 


$107,109 


$13,849 


Column A Column B Column C Column D Column E Column F 
set, D5 ts tah is inn mss — ts A ae ee Ee 
Balance at Other Changes Balance 
Beginning Additions Add (Deduct)- at End 
Classification of Period at Cost Retirement Describe of Period 
ise) ea el ee eee ee eee eee 
COMPANY 
; (2) 
PlantestteSa. smsass evetetetere 3,684 10 183 BOUL 
2 
Quarries and gravel deposits 4,092 28 4 L578 ae 5,694 
BUsiol Gane Slereueretaterelalelsie el stelerele 32,626 7 oa) Shy dP) a2) 53,603 
Machinery and equipment... 927320 52,681 917 10,194 (2) 154,278 
Sig, 722 $70,569 $921 $15,082 SPAILT/ Ans 
CONSOLIDATED 
Plame GHEE 56 padic cod cOOOe Ef 5 eP 750 954 16,918 
Quarries and gravel deposits 26,474 PALS 499 26,190 
ES Uictal cine Sherereustetarete her ctecerciesets 87,836 2285 815 944 (3) 109,207 
(43) (1) 
Machinery and equipment... BBV) 3 SRST) 84,859 10, 747 25905 (G3) 519,447 
ES? 
$563,819 SLs OES 


$671,762 


(1) Reclassification of assets. 
(2) Represents assets of subsidiaries amalgamated effective November l. 


(3) Represents assets of subsidiary at date of acquisition. 


GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE VI - ACCUMULATED DEPRECIATION, 
DEPLETION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT 


For the Year Ended December 31, 1978 
(thousands of dollars) 


Column A Column B Column C Colum D Column E Column F 
Additions : 

Balance at Charged to Other Changes Balance 

Beginning Cost and Add (Deduct) - at End 
Description of Period Expenses Retirements Describe of Period 

COMPANY 
Quarries and gravel 
GEPOSTLES ss cisiew evens aici eve'e sie 1,002 98 =. 740 (2) 1,840 
CaLICINZ Ss. meitets «se so0 se ILD) 7/ 1,216 163 (328) (1) ToRZ>D5 
4.091 (2) 

Machinery and equipment... 40,055 Too 252 17926 328 (2) 86 , 556 
pli Sesion 28,847 (2) oa ne 
$54,894 $20, 566 $2,089 $34,278 $107,649 

CONSOLIDATED 


Quarries and gravel 


GEPOSAES celetersteretcnerereretenstere Sh 7/0} 238 655 - 3, 286 
Peiidsngst. et oe 35,431 16,524 8,298 (20) (1) 43,637 
Machinery and equipment... 21 s2o2 31,882 50,710 20 (1) 196 , 474 

$254,416 $48 ,644 $59,663 $ - $243,397 


(1) Reclassification of assets. 
(2) Represents accumulated depreciation on assets of subsidiaries amalgamated during the year. 


(3) Reconciliation of schedules to financial statements 


Company Consolidated 

Depreciation and depletion of property, 
plant and equi pmentareicicl sisletaletetereteteletets ctotetoteteteteleve eters 20,566 48,644 
Depreciation of revenue propertieS......ccccrercces - 1,449 
Amortazation of intanpibilesassets-n. sn. seee sles se 19 88 


$20,585 $50,181 


GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE VI - ACCUMULATED DEPRECIATION, 
DEPLETION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT 


For the Year Ended December 31, 1977 
(thousands of dollars) 


ee Se ee = SS SS SS eS Se a a ee ae a ene 


Column A Column B Column C Column D Column E Column F 
eee 
Additions 

Balance at Charged to Other Changes Balance 
Beginning Cost and Add (Deduct)- at End 
Description of Period Expenses Retirements Describe of Period 


Nn nnn 


COMPANY 
Quarries and gravel (2) 

GEDOSLUStte terrence slersieleie 265 30 707 1,002 
Butldings Me emenTe cece 12,087 1,134 616 <2 13,837 
Machinery and equipment... 31,602 _4,721. ae east Se owes 

$43,954 $5,885 $636 $5,691 $54,894 
CONSOLIDATED 
Quarries and gravel (1) 

GEpOS@tSierrr-teeterstorsercrerets C 3,916 280 492 (1) S\,, HOS! 
Buel ite Steves fe custo ale cles ise o7s 32,440 By 315 344 (38) ne 35.431 
Machinery and equipment... 195,546 28 948 9,251 39 ee 215,292 

$231,902 $32,601 $10, 087 $ - $254,416 


(1) Reclassification of assets. 


(2) Represents accumulated depreciation on assets of subsidiaries amalgamated 
effective November l. 


(3) Reconciliation of schedules to financial statements 
Company Consolidated 


Depreciation and depletion of property, plant 
and Cahn eon gonccocc0n0dq9and009090000000000000000 5,885 32,60L 


Depreciation of revenue properties......... enone ‘ - UREN 


Amoreizationwotvintangiblevassetesnss ss csrecte cc cieere - ist 


$5,885 $34,691 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 
SCHEDULE VII - INTANGIBLE ASSETS 


For the Year Ended December 31, 1978 
(thousands of dollars) 


As. | LLL Eee a ee eee 


Column A Colum B Colum C Colum D Column E Colum F 
ee eee ee 
Deductions 
Charged to 
Balance at Additions Charged to Other Other Changes Balance at 
Beginning at Cost Costs and Accounts Add (Deduct) Close of 
Description of Period Describe Expenses Describe Describe Period 
COMPANY 


Intangible assets 
arising from 


amalgamations... $27,476 $ - $19 - $5,893 (1) $33,350 
CONSOLIDATED 
Intangible assets 
arising from 
ACCU G2 C1 OnSite $34,474 S - $88 S$ - $ - $34,386 


(1) Represents goodwill of subsidiaries amalgamated during the year, 


GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 
SCHEDULE VII - INTANGIBLE ASSETS 


For the Year Ended December 31, 1977 
(thousands of dollars) 


os a ee 


Column A Colum B Column C Colum D Column E Column F 
Deductions 
Charged to 
Balance at Additions Charged to Other Other Changes Balance at 
Beginning at Cost Costs and Accounts Add (Deduct) Close of 
Description of Period Describe Expenses Describe Describe Period 


este Ee eee eeeEeee—————————eeEeE 


COMPANY 


Intangible assets 
arising from (1) 
amalgamations... $7,486 = $ - $19,990 


Oey 
1 


$27,476 


CONSOLIDATED 


Intangible assets 
arising from 
acquisitions... $34,576 


Ur 
ine) 
\o 


$131 


eps 
' 

Ur 
i} 


$34,474 


| 
| 
| 


(1) Represents goodwill of subsidiaries amalgamated effective November l. 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE XII - VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 


For the Year Ended December 31, 1978 
(thousands of dollars) 


Colum A Column B Column C Column D Colum E 
Additions 
Charged to 
Balance at Charged to Other Balance at 
Beginning Costs and Accounts Deductions End of 
Description of Period Expenses Describe Describe Period 


COMPANY 
DEDUCTED FROM ACCOUNTS RECEIVABLE: 
Allowance for doubtful 
SCCOUNES. 2 «tie lean an cere 416 1,045 3,401 (2) 402 (1) 4,460 
DEDUCTED FROM LNVESTMENTS: 


Investment reserve...c.ece 370 - - - 370 


INCLUDED IN ACCRUED LIABILITIES: 


Provision for grinding balls 


and, rerractontes.. cee 366 J 252 - 954 (3) 664 
Provision for claims..... 16 54 - 16 (4) 54 
382 1,306 - 970 718 
$1,168 S2,39L $3,401 i) Nees if ip $5,548 
CONSOLIDATED 


DEDUCTED FROM ACCOUNTS RECEIVABLE: 


Allowance for doubtful 
aCCOUMES A -rerstenererereraiere)eiere 4,524 1,607 fot (2) 1,240 (1) 6,082 


DEDUCTED FROM INVESTMENTS ; 


Investment reserve....... 563 800 - - 1,363 
INCLUDED IN ACCRUED LIABILITIES: 
Provision for grinding balls 
and ererEraccorlLesse cle cde 492 1,880 - 1,463 (3) 909 
Provision for claims yo. se. 272 132 - 72 (4) 352 
764 2082 - LoD L208 
Safe sll $4,439 $ 1,191 $25°775 $8, 706 
1. Bad debts written-off. 
2. Represents: Company Consolidated 
Bad debt, recoverles. ..ccccsccsccceenene - 21 
Rea blocationwote beSeEVieerecialcle die silelcrele ele - L170 
Assumed on amalgamation of subsidiaries 3,401 - 
$3,401 $1,191 


3. Recharge and rebricking costs. 
Claim settlement. 


a 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE XII - VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 


For the Year Ended December 31, 1977 
(thousands of dollars) 


Column A Column B Column C Column D Column E 
Additions 
Charged to 

Balance at Charged to Other Balance at 

Beginning Costs and Accounts Deductions End of 

Description of Period Expenses Describe Describe Period 

COMPANY 
DEDUCTED FROM ACCOUNTS RECEIVABLE: 
Allowance for doubtful (2) (1) 

ACCOUN ES aetelete iis eters 265 96 154 99 416 


DEDUCTED FROM INVESTMENTS: 
Investment reserve...... = 370 - - 370 


INCLUDED IN ACCRUED LIABILITIES: 


Provision for grinding balls @ 
and refractories...... 360 954 (948) O05 - 366 
Provision for claims.... - 3 13 Le 16 
360 O57 (935) _- 382 
$625 $1,423 $(781) $99 $1,168 
CONSOLIDATED 
DEDUCTED FROM ACCOUNTS RECEIVABLE: 
Allowance for doubtful (2) (1) 
ACCOUNES ic epee aieteve SN(eh) ia ey lbs) 666 1,416 4,524 
DEDUCTED FROM INVESTMENTS: (4) 
Investment reserve...... 666 370 - 473 563 


INCLUDED IN ACCRUED LIABILITIES: 


Provision for grinding balls 


and refractories...... 491 1,526 - e525 (3) 492 

Provision for claims.... 331 5) _ ane 7 aE24 ) BYR 

822 1,491 iets) 1,549 764 

S507 Seco $666 $3,438 5) (35)1 

1. Bad debts written-off. 

2. Represents: Company Consolidated 
BadmdebtwreCcoVeTrLeSicicieters ciereielele?a) cleleicterele a 485 
Reallocation of reserve.......e-seeves (952) 181 
Assumed on amalgamation of subsidiaries 171 - 
$(781) S$ 666 


3. Recharge and rebricking costs. 
4. Investments written-off. 
5. Claim settlement. 
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GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE XIII - CAPITAL SHARES 


As at December 31, 1978 
(thousands) 


i 


Column A Column B Column C Colum D 


eee ee 


Number of Shares 
Included in Column C 


Number of which are 
Number of Shares Held by Not Held 
Name of Issuer Shares Issued or for by or for 
and Title of Issue Authorized and not Account Account 
by Charter Retired or of Issuer of Issuer 
Cancelled thereof thereof 


De Se 


GENSTAR LIMITED 


Preferred Shares Series A, B, 
and D - without nominal or par value 5,000 514 2 514 


Second Preferred Shares Series A 
without nominal or par value ....... 20,000 1,000 - 1,000 


Common Shares - without nominal 
Or DALAVA LUC. .11c a cuiidoneiad cnc cee uuliaimd ted Nets DD 806 13,416 


SUBSIDIARIES consoLtpatep‘) 


First American Title Guarantee Company 
Common Shares - par value 
S50 GEE soo cpcgsede 30 21 - 2 


Con-Force Costain Concrete Tie Co. Ltd. 2,000 2,000 - 2,000 


1. All of the outstanding shares of subsidiaries are held by the Company, and no shares of 
shown above, and, accordingly; information as to the capital shares of such subsidiaries 


2. Represents minority interests in subsidiary. 


Column E Colum F 


Column G 


Shares Issued 
or Outstanding 


as Shown on or Number of Shares 
Included in Related Held by Affiliates 
Balance Sheet for which 
under Caption Statements are 
"Capital Shares" Filed herewith 
Persons 
Amount Included in 
Number at which Consolidated 
Shown Statements Others 
514 S$ 10,291 - - 
1,000 $120,000 - - 
IS Reo SVIRSS), SHAG) - - 
7 
6 $ 923 (2) ANS) - 
2) 
500 S 216 (2) 13500 - 


subsidiaries are reserved for options, warrants, conversions, 
has been omitted. 
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Number of Shares 
Reserved for 
Options, Warrants 

Conversions and 


Other Rights 


Directors, 
Officers 
and 
Employees Others 
- iEyy/ 
48 Lez. 


or other rights, except as 


GENSTAR LIMITED 
AND 
GENSTAR LIMITED AND SUBSIDIARIES 


SCHEDULE XVI - SUPPLEMENTARY INCOME STATEMENT INFORMATION 


As at December 31, 1978 
(thousands of dollars) 


Se Ee 


Column A Column B 


Charged to Costs 
Item and Expenses 


Pi ee 


COMPANY 


Maintenance) and ‘repairs, . te cumieisre tliat ois > oc + «i+ 0 0 o cketeliies cleldsG S20 no 
Depreciation and depletion. ..ccrceereccsrecrcvcccccccccereres 20, 566 
Amortization of—-intang lb le-ASS CES 6% ccs ie see were ere eee ore e~evereteen0re 19 
Taxes, OLMORUCM AN sLICOMe. oieivelecieletacets sieieicie’ + «6 ede evel e|s/sieleele ce) eels «ie 4,861 
Retitse cc.csse slate ateletels 1 s.c creletel covets eferetstagarcis c1 6 ele ale «s/he eeWetal suelalere a oles Sie 4 
ROVALCLES. co ccccccccccrecccecsccevcccesvessccesecceceseescese LOS 
AdVeErEl SINS e COStS ote chelslsrsicteleis cls eieiais sarc «1s 0.015144) s/e) slelcl alesse clsieis 9) sie 139 
Research and development. .......cccscccscccencacvveccencccocs ee 453 


$51),.036 


CONSOLIDATED 


Maintenances endm FCDakss Geter sists cete sie seis e/cialelclole es tie tealeielt ene re sielelcte $764,502 
Depreciation and depletion... .ccecerccccccccescrsevcscsvccece 50,093 
Amortizatiomo£: Intangibleyassets sania «ste%e siete ajar «laleVelaiwiate cele 88 
Taxes. Goth eis CHhATINt NCOMC in Vatel A stslstetdiatedl cs o.6 be olete cntle siete tone aterete 14,698 
REM ES etter eis olctave clare siete Teter enotelaleletarerelicce circle ele islet averse eielene icicle leis a evenenene 8,076 
ROVALELES < o0 <eisistelele terete ieteisla siciricteleo cles sleile statelsrelere le elele1s/aie sielelecieie 621 
AGVETELSTIN GE COSUS' exetetete clotelel ciate a1cls rte sia els) s!o elersle (0) aleve eteiele siete elsie one Mh wail 
Research and development... c.cccccccccccsccvccevsecccssccvses 518 


$142,967 
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SCHEDULE XVI - SUPPLEMENTARY INCOME STATEMENT INFORMAT ION 


AND 


GENSTAR LIMITED 


GENSTAR LIMITED AND SUBSIDIARIES 


As at December 31, 1977 
(thousands of dollars) 


Colum B 


ee ee eee ee eee 


Charged to Costs 
and Expenses 


a ee on a ee 


COMPANY 


Maintenance and repairs..... 


Depreciation and depletion.......... 


Taxes, other than income.... 
IRGLIES ¢atersieleves eiels oie cle: ¢ 
Roya lites ww. Besc oo Sectic-che 
Advertising costs........ 56 


Research and development.... 


CONSOLIDATED 


Maintenance and repairs...... 
Depreciation and depletion............ 


Amortization of intangible assets......... 


Taxes, other than income.... 


ROVe LELCS esse eee 0 tele e aoanbDuC 
AdVELELSinewCoseSmerceeeieieate 


Research and development...... 


e@oeeeececeees 


e@oereeece 


e@eeecse 


eoeeeeee 


e@rereeoe 


e@eeeecvece 


eeceereeseoereeeeecean 


eereceoceese 


e@eceeeeeces 


eoeeeereeeececesceeeeece 


eeceeeeecee 


@eeeceoeees 


@eereeecece 


@eceeaeecee 


eoeceeceee 


eoeoeeeeoeeeceoeeeeecececeo reece ere ecc ee eeee 


S-20 


fa BS 
$20,127 


55,128 
34,560 
131 
12,683 
6,375 
1,055 
3,997 
312 
$114,241 
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SCHEDULE XVI 
THE FLINTKOTE COMPANY and CONSOLIDATED SUBSIDIARIES 
SCHEDULE XVI -- SUPPLEMENTARY INCOME STATEMENT INFORMATION 
for the years ended December 31, 1978 and 1977 


(in thousands of dollars) 


a E 
—eaaoaoaaaaeaeaes=S=S=aommmamaQaaaaeaeaeaeaeaeaeaeaeaeaeaeaeaeaeeeeee ee _Ououw (NN. ee 


ColamA Coles 


Charged to Costs 
and Expenses 


1978 1977 
Maintenance andprepairs) es « . « + . » = @ «© 9. (@)tenusuiel © 9 0° iis $53,934 $44,931 


Depreciation and depletion of property, plant and 
equapment <Bc Bs we. < . (Gs see eh ee Sel eames 3 SENs 5] 235354 24,017 


Taxes, other than income taxes: 


Social security and unemployment insurance ....-+ +++. + 9,155 7,649 
Real estate and personal property .... + + «© «© «5 « = = = ™ 4,704 55069 
Ones Gal. oye Note ken Gee Pe ear eee ee eS ee ear xy AEG 1,069 1,419 
Rent Sac ae ee ete oe Ne” We BRAS ee Oe Se ee “lel Se ems Re ae Ee 10,011 6,819 
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Printed in Canada 


OE at 


us See 
on : 


4 
af 
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Introduction 


Dynamic, resourceful, international 
in outlook, Genstar draws its strength 
from well-balanced diversification. 


Through its operating divisions, the 
company is a leader in a variety of 
industries in Canada, and is active in 
the United States and overseas 

as well. 


After more than a decade of well 
planned growth, Genstar has taken its 
place as one of the 25 largest 
corporations in Canada, employing 
more than 12,000 people. 


The company is engaged in many 
facets of construction ranging from 
hydro-electric dam projects to the 
installation of municipal services and 
subdivision developments. The 
company is a major force in land 
development and house building, the 
manufacture and distribution of 
building materials and cement, com- 
mercial property development and 
management, tug and barge trans- 
portation, and the production of 
chemicals and fertilizers. 


Inside cover: Tug and barge speeds oil rig 
ocean voyage 


Outside of Canada, Genstar is a 
successful property developer and 
home-builder in the United States, 
has been involved in construction 
projects in Haiti and Sri Lanka, and is 
an active partner in specialized marine 
ventures operating world-wide. 


Genstar is also engaged in the import 
and export of industrial minerals 
through its trading operations based in 
New York. The company imports zinc 
into the United States from Europe 
and Africa, agricultural and industrial 
chemicals from Canada and Belgium, 
and exports non-ferrous metals and 
industrial products to Europe and 
mining equipment to Africa. A 
venture capital division, located in 
California, helps organize and provide 
equity capital for new and fast-growing 
young companies chiefly in high- 
technology fields. This venture capital 
investment portfolio holds shares in 
approximately 30 companies. 


Cement 


On completion of present expansion 
programs, the combined annual pro- 
duction capacity of Genstar’s cement 
divisions will be over 3,700,000 tons. 
With plants located in five Canadian 
provinces, Genstar is one of the leaders 
in the cement industry in Canada. 


The company has been investing 
heavily to expand its cement produc- 
tion facilities and is currently spending 
$100 million to build a new 1.1 million 
tons per year plant near Vancouver, 


British Columbia. 


In order to keep abreast of the growing 
Western Canadian economy, the 
companys Edmonton, Alberta plant is 
in the second phase of a multi-stage 
expansion program to accommodate a 


new dry-process kiln which could 
increase the capacity of this plant by 
85 per cent over the next few years. 
Total cost of the expansion on 
completion will be $60 million. 


Genstar divisions make normal port- 
land cement as well as specialty 
products such as high early strength, 
sulphate resistant, oil-well and 
masonry cements. 


Above: Genstar's Edmonton, Alberta cement plant 

Lower left: Quarrying limestone for the Montreal, 
Quebec cement plant 

Lower right: Crushed limestone stockpile 


Besides meeting the requirements 

of Canadian customers and its own 
home-building, building products and 
construction activities, the company 
has substantial long-term contracts to 
export cement and clinker to the 
Northwestern United States and 
Alaska. 


In Eastern Canada, Genstar 
manufactures a full range of cement 
and specialty cement products at a 
plant in Montreal. Cement and clinker 
from this plant are also shipped to 
Western Canada, and exported to the 
Eastern Seaboard of the United States 
from Maine to Florida. 


Through association with S. A. 
Cimenteries C.B.R. of Belgium, an 
affiliate of Société Générale de 
Belgique, and the Associated Portland 
Cement Manufacturers Limited of 
England, the company has ready 
access to the very latest in cement 
technology and expertise. 


Above left: Bulk delivery of cement 

Left center: Wet process kiln 

Lower left: Central control computer at 
Edmonton plant 

Right: Storage silos at new Vancouver, B.C. plant 


Building Materials 


Genstar operating divisions produce 
and distribute a broad range of build- 
ing products, from precast concrete 
members for stadiums and bridges to 
sheets of gypsum wallboard for the 
interiors of homes and buildings. The 
volumes of concrete, aggregates and 
concrete products produced make 
Genstar the largest integrated concrete 
materials operation in Canada. 


Genstar building materials are 
produced at over 100 plants located in 
strategic market areas in six Canadian 
provinces. The company is one of the 
leading Canadian producers of several 
lines of building products with yearly 
outputs totalling 265,000 tons of 


concrete pipe, 35 million units of 
concrete blocks, nearly three million 
cubic yards of ready-mix concrete, and 
223 million square feet of gypsum 
wallboard. Production of sand, 
crushed stone, gravel and shale 
aggregates total over 15 million tons 
annually and are supplied from 
numerous pits and quarries to 
Genstar’s own manufacturing and 
construction units, and to other 
contractors. 


Left: Producer’s Pit gravel processing plant near 
Victoria, B.C. 
Above right: On-site delivery of ready-mix concrete 
Right center: Hollow-core, precast floor units 
Lower right: Concrete pipe for municipal sewer and 
water mains 
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The company is the nation’s largest 
producer and erector of pre-cast and 
pre-stressed concrete structural and 
architectural components such as 
pre-cast exterior and interior wall 
panels, floor units, structural columns, 
beams, joist units and stairs for apart- 
ment and office buildings. The 
company also produces and erects 
precast concrete piles and dock units 
for port expansions, I-beams and 
girders for bridges, overpasses, via- 
ducts and elevated expressways, and 
special frame units for stadiums, arenas 
and clear-span industrial buildings. 


In Eastern Canada Genstar extracts, 
manufactures and markets a range of 
building materials that includes 
concrete pipe and block, ready-mix 
concrete, sand and aggregate. 


Under the general heading of 
building materials is Genstar’s joint 
venture with Costain Concrete of the 
United Kingdom to manufacture 
concrete railway ties at a new plant in 
Edmonton capable of turning out 
300,000 ties a year. The potential for 
concrete ties, with their low replace- 
ment/maintenance rates, is impressive. 
The Genstar-Costain venture was 
launched to compete in the market for 
the replacement of wooden ties in all 
of North America, including Mexico. 


Above left: Truroc gypsum wallboard 
Above center: Production and handling of aggregate 
Above right: Con-Force Costain concrete rail-ties 
Lower left: Calgary International Airport terminal 
building with pre-cast components 
Lower right: Pre-cast concrete sections for office and 
apartment buildings 


Housing and Land Development 


Genstar divisions are active in home- adjacent parkland to provide year- 

building from the Canadian Arctic to round recreation. Strict architectural 

Southern California and from British controls ensure that all of the elements 

Columbia in the West to Ontario and blend harmoniously to provide char- 

Quebec in the East. acter. The first of these communities, 
Lake Bonavista in Calgary, Alberta, 

The company holds large land banks was designed for a population of 

in Canada and is continually at work 36,000. 

improving the land it assembles 

through construction and installation Genstar’s role in residential develop- 

of sewers, water distribution systems, ment in Western Canada has expanded 

roads, sidewalks, street lighting and considerably while at the same time 

other facilities. the company has established itself as a 
major land developer in Ontario, the 

The company’s activities in the resi- largest provincial market. Current land 

dential field feature “total community holdings in Canada and the United 

planning” which includes essential States total approximately 40,000 acres. 


elements such as schools, shopping, 
and recreational facilities. 


Genstar has developed communities 
for tens of thousands of people built 
around large man-made lakes with 


Above: Lakes Bonavista (top) and Bonaventure 
(bottom) are features of total community 
development 

Lower left: Serene surroundings complement 

company housing in Southern California 

Lower right: Single family condominium housing for 

UMEX mine development at Pickle Lake, 


Northern Ontario 
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A substantial number of Genstar 
homes are constructed of pre-assem- 
bled sections and component packages 
designed and manufactured at com- 
pany plants in Calgary, Alberta and 
Woodstock, Ontario. These are also 
sold to other home-builders. The 
company builds homes with conven- 
tional on-site methods as well. 


The company has provided housing in 
remote or new town developments for 
Great Canadian Oil Sands Ltd. in Fort 
McMurray, Alberta; Union Miniére 
Explorations and Mining at Pickle 
Lake, Ontario; Noranda Mines at 
Granisle and Houston, British Colum- 
bia; Sherritt Gordon Mines at Leaf 
Rapids, Manitoba, and for several 
other resource towns in Canada. 
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In the Western United States, 
Genstar'’s home-building activities in- 
clude projects in San Diego County, 
Orange County, Los Angeles County, 
and Northern California. These proj- 
ects represent over 4,000 homes to be 
constructed over a period of three to 
four years. The company is also in- 
volved in joint venture projects pro- 
ducing single family and condominium 
housing. 


Above left: Quality homes are the key to Genstar’s 
success in housing developments 
Above center: Apartment building of pre-cast 
components in Alberta 
Above right: Single family housing at Fort McMurray 
near Alberta oil sands 
Below: Pre-assembled sections and component 
packages for single family homes 
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Commercial Properties 


For some years Genstar has been 
involved in the development of shop- 
ping center properties in California 
and more recently in Nevada and 
Washington as well, providing a full 
turn-key service reaching from market 
analysis and site selection to recruit- 
ment of management for a completed 
center. Recently, the company has 
become involved ina large condomi- 
nium project in Houston, Texas. 


Also in the commercial property devel- 
opment and management field, 
Genstar has a portfolio of income- 
producing properties which include 
office, commercial, hotel and shopping 
center developments and industrial 
park complexes. 


These properties are located in Ed- 
monton, Calgary, Medicine Hat, 
Regina, Winnipeg, Toronto, Montreal, 
Quebec City and the New York area. 
The company has broadened its geo- 
eraphic range in Ontario and the 
Eastern U.S. and put more emphasis 
on one dimension of its “integrated 
growth’ strategy — that of developing 
income-producing commercial build- 
ings in the new residential commu- 
nities that arise from its land-assembly 
and home-building activities. 


Left: Shopping center in Western Canada 

Above right: Completed shopping center in California 
Right center: Office tower in Toronto, Ontario 

Lower right: New hotel building in Calgary, Alberta 
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Construction 


Genstar’s construction arm has tackled 
some of the major projects in a nation 
famed for large-scale developments— 
hydro-electric dams and generating 
stations, mining projects, roads and 
bridges in the remotest wilderness 
areas. 


Genstar units can be found at work on 
such diverse undertakings as the new 
Calgary International Airport, the 
Montreal Metro and Edmonton Rapid 
Transit System, erecting high-voltage 
transmission towers in Northern Man- 
itoba, laying out a townsite for re- 
source developments like the Alberta 
tar sands, or altering the course of 
large, swift- flowing rivers like Mani- 
toba’s Nelson, to generate hydro- 
power. 
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The construction division functions in 
two different markets: heavy construc- 
tion and municipal services. In the 
latter field Genstar prepares and paves 
access roads, installs water and sewer 
systems, and undertakes special pro- 
jects such as preparing the base for 
artificial playing surfaces in the 
Calgary and Vancouver stadiums and 
the Montreal Olympic Stadium. 


The company has participated in some 
of the largest hydro projects in the 
country from the Nelson River dams 
in Manitoba, to James Bay in Quebec 


and Churchill Falls in Labrador. 


Above left: Hydro-electric dam under construction in 
Northern Manitoba 
Above right: Concrete bridge after completion 
Lower left: Work on a Montreal subway extension 
Lower right: Laying out part of the town-site at Fort 
McMurray, Alberta 
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The company has managed and work- 
ed successfully in joint ventures with 
other large construction firms, and has 
the proven capability to co-ordinate all 
of its own construction activities on a 
given project, from clearing initial 
access routes, to basic site preparation, 
to construction of the main facility, to 
the planning and development of a 
serviced townsite — including building 
the homes and supplying all the 
amenities to go with it. 


The construction division in Canada 
is as wide-spread and diverse as its 
parent company. Whether installing 
municipal services in Eastern Canada, 
doing mine development work in 
Northern Ontario, working on an oil 
recovery plant in the Athabasca Tar 
Sands of Alberta, building a cement 
plant in Vancouver for another divi- 
sion, or constructing a modern airport 
in Sri Lanka, Genstar Construction 
has done it all. 


Above left: Excavation work at the Syncrude project 
in Northern Alberta 
Above right: Sidewalks are only one part of the devel- 
opment package 
Lower left: Municipal storm sewer installation 
Lower right: The Edmonton Rapid Transit System 
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Chemicals and Fertilizers 


Genstar Chemical Limited is one of 
the major manufacturers of nitrogen 
chemicals and mixed fertilizers in 
Canada. These products are con- 
sumed in the pulp and paper, mining, 
steel and construction industries, as 
well as in agricultural markets. 


The company has been expanding 
steadily to improve its market impact 
since 1961, when a major new com- 
plex at Maitland, near Brockville, 
Ontario was brought on stream. Initial 
production included anhydrous and 
aqua ammonia, ammonium nitrate, 
nitric acid, nitrogen fertilizer solutions 
and the industrial gases: hydrogen, 
nitrogen and carbon dioxide. In 1966 
urea was added to the manufactured 
product line and a second nitric acid 
facility constructed. In 1976, a tripling 
of the ammonium nitrate capacity 

was completed to meet the needs of 
the expanding fertilizer and explosives 
markets. A doubling of the nitric acid 
facility produced the largest single-site 
nitric capacity in Canada. 
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Genstar Chemical has built up a solid 
production and distribution network 
to serve retail agricultural markets 

in Eastern Canada and the North- 
eastern United States. The company's 
fourteen mixed fertilizer plants in 
Canada, and one each in the states of 
Maine and Vermont, provide a com- 
bined annual capacity of over half a 
million tons. More recently, the 
“Nutrite” fertilizer trademark has been 
successfully introduced into the lawn 
and garden consumer market. 


Genstar Chemical, through a U.S. 
subsidiary, provides blasting products 
and consulting services to clients such 
as the U.S. Steel Co., Eveleth Taconite 
Co., Reserve Mining Co., and Anamax 
Copper Co., in the Mesabi iron range 
of Minnesota and in other areas of the 
Western United States. 


Left: Chemical plant at Maitland, Ontario 

Above right: Monitoring the various plant processes 

Lower right: “Nutrite” brand fertilizers are produced 
for the agricultural market 
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Genstar Marine 


In Canada Genstar Marine operates 
on both the Atlantic and Pacific 
oceans, the St. Lawrence River system, 
the Great Lakes and the St. Clair 
River. The array of services include 
tug and barge transportation, ferrying, 
berthing, lighterage, salvage, pollution 
control, shipbuilding and ship repair, 
plus specialized sea and river trans- 
portation adapted to the demanding 
conditions of the Canadian Arctic. 


The most extensive operations are on 
Canada’s West Coast, where a fleet of 
40 tugs and 230 barges carry bulk 
cargos such as logs, wood chips, lime- 
rock, pulp and paper, lumber, petro- 
leum products and chemicals—the 
latter two in specially-designed tanker 
barges. Of the tugs in Genstar’s West 
Coast service, several are manned and 
equipped for ship salvage on the high 
seas. One example of the company’s 
pre-eminence in coastal barging is 
that it owns and operates the largest 
self-loading and dumping log trans- 
porter in the world. 
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Also on the West Coast Genstar 
operates rail car barges and terminals 
servicing major Canadian and U.S. 
railroads. The shipbuilding facilities in 
Vancouver and Victoria offer com- 
plete drydocking and repair services. 
The Vancouver shipyard—where the 
Genstar fleet is serviced and where 

a number of its tugs have been built — 
is capable of constructing vessels of up 


to 50,000 deadweight tons. 


In the East, the company moves 

rail car barges on scheduled service in 
the Detroit-St. Clair River area, has a 
fleet of tugs working on shipdocking 
in the Port of Montreal, and has ship 
salvage and pollution control teams 
covering both the Atlantic and in- 
land waters. 


Above left: Seaspan Forester, the world’s largest self- 
dumping log transporter 

Above right: A new addition to Genstar’s fleet of 

modern tugs 
Lower left: Barges are designed to meet customer's 
specialized needs 

Lower right: Rail car ferry service on Canada’s 

West Coast 
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In Canada’s North, Genstar operates 
barges on the Mackenzie River system 
as a one-third partner in Arctic Trans- 
portation Ltd., aspecially equipped 
Arctic marine operation. Other ATL 
partners are Federal Commerce and 
Navigation Ltd. of Montreal and 
Crowley Maritime Corporation of San 
Francisco. With experience in ice 
reconnaissance and the special equip- 
ment for Arctic discharge, ATL has 
taken on consignments from Canada, 
the U.S. and Japan. The joint venture 
has delivered large quantities of stores, 
equipment, rolling stock, pre- 
fabricated plant modules, and pipe to 
the oil industry and pipeline projects 
in the U.S. and Canadian Arctic. 


These annual “sea-lifts” to Arctic ports, 
in which the company asa participant 
in ATL takes part, are among the 
biggest convoys since World War II. 
ATL, together with its Kaps Marine 
subdivision based on the Mackenzie 
River, is currently servicing Imperial 
Oil exploration projects in the Beau- 
fort Sea and is prepared to service 

oil and gas pipeline construction 
through the Mackenzie River Valley. 
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Genstar Overseas 


While in most of the world the tugboat 
is used primarily for salvage, berthing 
and towing, on the West Coast of 
North America it is the power unit of 
a versatile transportation system. 
Company tugs can be found collecting 
barge cargo in Mexico, Japan and the 
U.S. Northwest. And, in association 
with partners in three joint ventures, 
the company exports its tug and 

barge capabilities on a world scale. 


Genstar Overseas Limited of Hamil- 
ton, Bermuda, is a one-third partner in 
the Global Transport Organisation, 
which has contracts to supply port 
lighterage and heavy lift services for 

oil projects in Saudi Arabia. The other 
partners are Crowley Maritime Cor- 
poration of the U.S. and Federal 
Pacific Limited, a member of the 
Federal Commerce Group. 


Above left: A 457-foot truck trailer ferry under 
construction at the company’s Vancouver 
Shipyards 

Above right: Tugs Hooper and Taglu are part of the 

ATL fleet 
Lower left: Self-propelled rail-car barges in B.C. 
Lower right: Building modules being barged to 
destination in the Arctic 


GTO, together with Compagnie 
Maritime Belge of Antwerp, has estab- 
lished a scheduled service, called 
EAST (Euro-Arab Sea Trailer Line, 
S.A.) between Marseilles and the 

Red Sea port of Yanbu. The line em- 
ploys tri-level roll-on roll-off barges 
each designed to carry up to 260 con- 
tainers or trailers. A trucking company 
has been formed by EAST in partner- 
ship with Yusuf Bin Ahmed Kanoo, 
the well-known Saudi trading and 
agency company, to handle distribu- 
tion of the trailers on arrival in 


Saudi Arabia. 


Operating world-wide, GTO spe- 
cializes in the trans-oceanic movement 
of pipe, construction equipment, 
rolling stock and prefabricated 
housing units using barges measuring 
100 x 400 feet, designed for cargos of 
up to 17,000 tons and loads too large 
for conventional ships. Prefabricated 
plant modules standing nine stories 
high have been transported to Alaska 
on this equipment, and a 9,500 ton 
jack-up drill rig was loaded ona GTO 


barge and towed from Houston, Texas 


to Bombay, India in half the normal 
time. And yet this tug and barge sys- 
tem is also capable of landing cargo 
in less than six feet of water —an 
important consideration in many 
parts of the world. 
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Genstar Overseas also has a one-third 
interest in Union Towing and Trans- 
portation Company U.K. (UNITOW), 
which provides tugs for barge trans- 
portation and anchor handling for 
oil-drilling and pipe laying operations 
in the North Sea. UNITOW provides 
a comprehensive towing and barge 
service, combining experience, proven 
operational capabilities, and an adapt- 
able approach to customer's needs. It 
has offices in London and Great Yar- 
mouth in England and in Antwerp, 
Belgium. The North Sea and Medi- 
terranean Sea offer excellent potential 
for the specialized shipping methods 
perfected by UNITOW partners 
which, besides Genstar, include 
Crowley Maritime Corporation of 
San Francisco, and Union de Remor- 
quage et de Sauvetage S.A: of 
Antwerp, Belgium. 


Above left: The 9,000 HP tug Seaspan Royal is 
currently in the North Sea with UNITOW 
Right: The specialized capabilities of GTO provide 
new methods for long-distance towing of 
unconventional cargo 
Lower left: Triple deck roll-on roll-off barge loading 
in France: destination—Saudi Arabia 
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Management 


Genstar is a diversified operating 
industrial company organized on 
divisional lines. 


While divisional management exer- 
cises a high degree of decision-making 
autonomy, corporate management 
has the responsibility of planning and 
allocating funds among the different 
divisions for the benefit of the com- 
pany asa whole. 


Corporate management co-ordinates 
all company activities so that it can 
take an integrated, completely self- 
contained approach to a project of 
any magnitude. 


The company took its present form in 


1965 with the amalgamation of its three 


major subsidiaries — Inland Cement, 
Brockville Chemical Industries and 
Iroquois Glass — into a single operating 
company. Since that time the glass 
operations have been sold and the 


company has entered other businesses. 


Genstar’s growth in the last ten years 
has been dramatic —the result of both 
internal expansion and acquisitions. 
It has been based on a solid financial 
foundation. With assets of $1.2 billion 
and sales approaching $1 billion, 
Genstar's mix of activities yields the 
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cost advantages of vertical integration 
and ensures the stability, productivity 
and profitability of the company as 

a whole. 


The company has the capability of 
applying its resources to any project, 
anywhere in the world, whether they 
be financial resources, the skill re- 
sources of its many engineers, planners, 
developers and managers, or material 
resources, such as equipment and 
products. 


Experience gained from diversified, 
worldwide operations, sometimes in 
partnership with other well-known 
companies, enables Genstar to work in 
any climate, in any language. 


The company sees many exciting pos- 
sibilities to expand aggressively into 
US. and international markets with 


clearly defined objectives and strong 


management capabilities. 


Shares of Genstar are traded under 
the symbol GST on the New York, 
Toronto, Montreal, Alberta and Van- 
couver Stock Exchanges and on the 
Brussels and Antwerp Bourses. 


Inside cover: Jenpeg hydro-electric project on the 
Nelson River in Northern Manitoba 
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Remarks by 
ANGUS A. MacNAUGHTON 
Vice Chairman of the Board 


and 
ROSS J. TURNER 
President 


at the annual meeting of 
the shareholders of 


GENSTAR LIMITED 


MONTREAL, CANADA 
17 May 1978 


A.A. MacNaughton 


Our results for 1977 showed increases for the seventh 
consecutive year, in revenues, net income, earnings per 
Share and in dividends. We are confident about 1973 
also and expect some modest improvement in our results 


for the year. 


I don't intend repeating all the numbers from our annual 
report, but I would like to point out that over the past 
five years dividends have grown at a compound annual rate 
of 17 per cent, revenues at 23 per cent and earnings per 


common share at 26 per cent. 


Genstar ranks among the top 25 industrial companies in 


Canada in terms of sales, assets and net income. 


Compared to over 1,000 U.S. corporations listed in the 
Forbes Magazine annual survey of industrial companies, 
Genstar would rank 92nd in terms of five-year average 
growth in earnings per share, and second in the category 


of 24 major diversified companies. 


The average price of a Genstar common share has increased 


from $16.50 on May 17, 1973 to about $27.00 today and 
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dividends over this five-year period amounted to $5.89. 
This represents an average annual return to the investor 
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First Quarter 


For the first quarter of this year net income was $9.5 
million or 72 cents per common share compared to $8.9 
million or 70 cents per common share last year. Reveiiues 
for the quarter were $185 million compared to a restated 


$184 million last year. 


The restatement reflects the recently completed sale of 
the company's import-export division basea in New York. 
This agency operation had limited growth potential and, 
following the sale of the steel fabricating and ware- 
housing activities in Texas and in Chicago, marks the 


end of our involvement in this area of activity. 


Included in 1978 revenues is Genstar's share of the net 
contribution from Alberta Land Development Company, a 
Partnership formed for the development and sale of 
substantially all of our residential and commercial 

land holdings in Alberta. Other partners in the venture 
are ATCO Industries Ltd. and two Canadian banks. Early 


in May, Genstar made a $117 million capital withdrawal 
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from the partnership which was used to reduce short-term 
borrowings, resulting in a substantial improvement in 


working capital and debt-to-equity ratio. 


First quarter earnings, while satisfactory, reflect an 
unrealized loss of "$27 4°million®on translation of ‘the 
accounts of U.S. subsidiaries into Canadian dollars. 
Lower income taxes during the quarter had a favorable 
effect on net income and results from the application 
of the manufacturing tax rate to the earnings of a 


larger portion of the company's operations. 


Increased volume in the Western Canadian land operations, 
including Alberta Land Development Company, the sale of 
a venture capital portfolio investment, and improved 
results of the West Coast marine division contributed to 
the ancrease an income an the first quarter. Land sales 
in the first quarter were considerably stronger than in 
the same period last year as a result of an accelerated 
land servicing program to staisfy continued strong 
demand in all major urban centers in Western Canada. 
Western Canadian marine operations improved in the first 
quarter on a volume increase resulting from increased 
forest products business in British Columbia and the 
integration of a tug and barge company acquired in 


mid=1977., 
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Housing income in both Western Canada and California was 
lower in the current quarter compared to the first 
quarter of 1977. In Western Canada, unit sales were 
Sligntly higher than last year but rising costs more 
than offset increased revenues. Demand for housing is 
at a high level, particularly for duplex and townhouse 
units and for lower-priced single family units. In 
California, inclement weather throughout the first 
quarter has delayed servicing for new developments and 
completion of homes under construction. As a result, 
unit sales were lower than in the first quarter oF 977 


but buyer interest remains strong. 


Building materials and construction divisions in Western 
Canada were off to a slower start compared with last 
year due to a hard winter. Cement volume was the same 


as in the first’ quarter of 1977. 


Our Quebec-=based cement, building materials and construction 
operations were disappointing in the first quarter. This 

is due in some measure to the reluctance of the private 
sector to invest in the province, because of political 
uncertainty, and the outlook for the remainder of the year 


and beyond 1978 is not encouraging. 


In addition to its effect on business, the situation 
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in Quebec also affects the social milieu in which 
corporate office employees live. The current atmosphere 
Will inhibit talented people from moving into tie 
province and makes it increasingly difficult to retain 


professional staff now located here. 


One of our concerns is the increasing financial 
disadvantage which middle and upper income corporate 
managers, whether at Genstar or at other companies, 


experience an vliving In Quebec. 


the personal income tax differential between Montreal 
and other major centers in Canada and the United States 
is widening. The gap has been increased further by the 
latest provincial government budget which again hits 
hardest at the professional managerial group which makes 
upsthe Margestspant lof sascornporatesoriicerstatft. This 
differential in after-tax income is beginning to require 
a financial sacrifice from the professional, managerial 
business people which now outweighs the other advantages 


of living in Montreal. 


The operations of many companies headquartered in Montreal 
are, to a large extent, as in Genstar's case, located 


outside of Quebec. The establishment of headquarters by 


vida laiscet won Jigra snl gansta 


inienwoid qui mAerOts Qatee!l aeigpanos To-SG an0 
qiol awuontl “meager tne) Ried aD Aw aps:tany hep db 
'iLQues 7409e¢ 39/55 Feleans 16, sales > esSudrna 


naan) iu (@Relvai cl «waslyecsw 


sees Reeve. lotsnewes3if ZaAs een) Insiesdae Sc: 
Qeusey= vas ewe Gap abated ni e3e8enbo terem sets Ors 


wis yt prthiad!) Suwegaadl feed, «sd gap an? -erdimiaiy ei 
‘14 alien dolce teglad crenqzeyop ileternivor ceeds! 
«wjea \Diiyv @ey sadteogmam lanolansiong ett? Jo sen ust' 


e:t) 64. S ete GEketG ederegqans 6: Io S309; 2eneeest af = 


wctuge oe: puibedped as eupnont sad—serde: «8 inlerevas? bv 
Mes cepatut ,entivetiosgrat> cosh epitisnsc infdiati! is 
 SepRdeyis: aplin att Gipteeie, yin 4 shea cie efooeq: Ranney 
es ee a le pila ac sb apeeee pty 


these companies in Montreal was a matter of preference, 
based on the perception of Montreal as an exciting, 
cosmopolitan city capable of serving the professional, 


business and social needs of a corporate office staff. 


However, the fact that the advantages Montreal has 
traditionally enjoyed as a location for a corporate 
head office are now exceeded by its disadvantages is 


a cause of concern to many in the community. 


We are aware that we are not alone in expressing these 
concerns and can only hope that the provincial government 
Will consider the potentially adverse effects of its 
policies on the largest of Quebec's employers, the head 
office industry in Montreal. The loss of head offices 

to date has been significant and any further movements 


out of Montreal could damage the community. 


Our concerns extend as well to federal government fiscal 
and economic policy which, over the past several years, 
has inhibited the ability of Canadian business to compete, 


grow and prosper. 


The United States, at the same time, appears to have a more 
receptive atmosphere toward business and has attracted 


many Canadian companies to expand their operations south 
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of the border. Genstar is no exception. We see further 
expansion of our activities and potential in the United 


States toward our objectives, 
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I would iike to take this opportunity to review briefly 
the main objectives of Genstar's business strategy as we 


look to the future. 


In order to provide the optimum return on investment for 
Our shareholders over both the short and LONGecern, Our 
goal is to develop a diversified earnings base both as 
to industry and location. To achieve this, we have 
invested in those geographic areas which provide stable, 


long-term growth and above average profit potential. 


We have stated on a number of occasions as well as in our 
annual report, that we would be turning our attention for 
new investments more to the markets in the United States. 
We believe that a shift in the emphasis of our growth to 
these markets can provide Genstar with the additional 
Opportunities necessary to achieve our corporate 


objectives. 


In Canada, the majority of the businesses in which we are 
engaged and the geographic areas in which we Operate our 


activities are relatively mature. We believe that the 
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larger population base of the U.S., which is ten times that 
of Canada, gives Genstar the size and density of markets 


that meets our growth expectations. 


There are other important reasons as well that cause us to 


direct our attention more to the U.S. 


We find the climate for business investment in the U.S. is 
generally more favorable than in Canada. Business does 
not like to operate in an atmosphere of uncertainty cand 41t 


Should be remembered that capital is mobile. 


The present uncertain political climate in Canada does 
little to promote business confidence as time and energies 
seem to be diverted from maximizing Canada's natural 
advantages and building a stronger economy. Over the past 
few years we have been subject to wage and price controls 
as well as controls on foreign investment in Canada. At 
the same time government expenditure at all levels has 
risen to where it represents over 40 per cent of our 


Gross National Product. 


In recent years the U.S. appears to have managed their 
economy better. In the U.S., the rate of inflation is 
considered high at 6.5 per cent but this compares well 


with the current Canadian rate of 8.8 per cent. Wages in 
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Canada in most industries are higher despite our depreciated 
dollar and while productivity in Canada has improved, it 

is) still,-on, average, 20. per cent Jess than in the U.S. 

Tne decline in the value of the Canadian dollar is a 
barometer of how others view our economy. Strong leadership 
is required at all levels if we are to improve economic 


Condwtrons in tcheamear term. 


Our current emphasis on growth in the U.S. is not entirely 
new. We have been active in California since 1970 in the 
development of shopping centers, in venture capital investment 
and in providing title abstract and escrow services in the 

San Francisco area. Since 1973 we have also been active 

in house building and land development. These businesses 

have been expanded over the years to the extent that 22 per 
cent of our total revenues and 14 per cent of total 

operating income in 1977 came from our activities in the 


United States. 


In 1977 housing and land development operations were 
expanded because of the number of potentially profitable 
Opportunities available to us. These opportunities are 
predominantly in the "Sunbelt" states of the West and 
South. In California, for instance, we moved from our 
historical base in Orange County, south of Los Angeles, 


and began building houses in the San Diego and San 
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Francisco areas. Total house sales in California have 
increased from a level Of abouts 250sunits) inwlo7 3S 1,000 
units last year. Moreover, for the first time in California 
we sold serviced residential building lots - a total of 
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We have also coimenced Operations in Florida and ‘'exas. 
Since 1960 the population of southwest Florida has increased 
by 141 per cent and that of the Houston area of ‘lexas by 

75 per cent, well above the 19 per cent average growth in 
major metropolitan areas. This year approximately 350 
Serviced lots will be available for sale from our Florida 
development near Miami, and in Houston the first Genstar- 


built housing units will come on stream. 


We have also increased our involvement in the field of 
financial services. Through a newly created division we 

are participating, mostly as a limited partner, in providing 
Cherie val financing for real estate joint ventures. Today 
we participate in 31 active investments which will have a 
Gross value of approximately $550 million when completed. 
These ventures include Single-family, condominium and 
apartment developments in a number of areas Of California 
and Texas, garden/office developments in Galitornias 

Arizona and Texas and Shopping centers in Arizona. In 


addition to our title abstract and escrow services in the 
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San Francisco area, we have made a small entry i it O athe 
thrift and loan field and we are presently investigating 
Suitable possibilities for expansion into mortgage 
banking and specialty leasing businesses in the western 


United States” 


While the expansion in 1977 primarily took place in housing 
and land development, we continue to seek opportunities 

for growth in other areas of activity similar to those we 
are ellgaged in in Canada. We are also investigating 


Opportunities to enter related businesses. 


While we are faced with a less than robust economic climate 
in Canada, we still look forward with a certain confidence 
as Genstar is fortunate that the major portion of our 
Operations are located in areas of the country which, in 


1978, are expected to perform above the national average. 


Over the past five years we have built new plants and 
modernized our other facilities for the production of 
building materials throughout Western Canada. our new 
Vancouver cement plant will be in production this year ana 
the Edmonton plant expansion will be completed in 1980. 
The expansion of facilities at Ifaitland, Ontario for the 
production of industrial chemical products was completed 
over a year ago and our West Coast marine fleet has been 


strengthened and expanded through the addition of new 
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equipment during the past five years and the acquisition 


of Gulf of Georgia Towing Co. last year. 


In our 1976 annual report we said that we had embarked on 

an inventory review Process to reassess our land holdings 

in order to bring them more Closely into line with our 
future operational requirements. A major result of this 
review was uta recently announced establishment of Alberta 
Land Development Company in partnership with ATCO Industries 


lies 5 tepe Calgary. 


Most of the $350 million of Capital expenditures over the 
past five years was aimed at Providing Genstar with the 
modern facilities and equipment to maintain a position of 
leadership in our diverse activities in Western Canada. We 
believe we have been successful in this respect and we see 
continuing growth for these businesses in the future 

as the economy expands. We also look forward with 

Optimism to Participating in the natural resource-based 


development of Canada's West and North. 


Ladies and Gentlemen, our objective has been to develop a 
strong team of capable and experienced managers, to provide 
them with the modern plants and equipment necessary to do 

the job, and to pursue a Strategy of industrial and geographic 
diversification in order that Genstar can continue to be an 


attractive investment vehicle for the future. 
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Market Price Range (Common Stock) 
Toronto Stock Exchange 


$40 
38 
36 
34 
32 
30 
28 
26 
24 
22 
20 
18 
16 
14 
12 


1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978° 


“For the ten months ending October 1978. 
10-year 5-year 
compnd. compnd. 
growth growth 
1977 1976 1975 1974 1973 1972 1971 1970 1969 1968 rate rate 


Revenues $1,039.3 888.3 7215 6486 511.8 369.8 2806 210.7 253.3 208.6 266% 23.0% 
Net Income $ 64.4 55.7 47.2 35.1 25.0 14.4 10.6 5.8 8.7 5.1 32.4% 34.9% 


Shareholders’ equity $ 368.2 3156 263.6 2260 198.6 136.3 1268 119.9 1046 86.9 166% 22.0% 


Per share statistics 
Net income per common share 


Canadian Method — Basic $ 5.06 4.63 4.03 3.06 2.52 1.58 1,19 0.68 1,16 0.75 23.6% 26.2% 
— Fully diluted 4.65 4.18 3.61 2.71 2.18 1.34 iss) 0.67 1.16 0.75 22.5% 28.3% 
United States Method — Primary 5.01 4.58 4.01 3.05 2.51 SY / 1.18 0.68 1.16 0.75 23.4% 26.1% 
— Fully diluted 4.73 4.23 3.69 2.77 2.24 1.36 1.18 0.68 1.16 0.75 22.7% 28.3% 
Cash flow from operations 8.62 8.02 6.76 5.87 4.61 3.43 2.49 2.20 2.77 239) 18.1% Hegass 
Dividends 1.42 1.25 1.20 1.05 0.80 0.65 0.60 0.40 0.70 0.65 8.1% 16.9% 
Payout ratio (%) 28% 27% 30% 34% 32% 41% 50% 59% 60% 87% 
Book value per share $ 27.58 24.30 21.00 18.24 16.30 14.85 15.04 13.41 13.22 12.51 8.4% 13.2% 
Market range — high 27.63 24.00 19.88 20.00 19.50 18.00 13.50 13.50 17.38 18.25 5.1% 8.9% 
Market range — low 22.38 19.00 14.38 12.75 14.00 12.75 10.00 ~ 7,50 10.50 13.00 8.3% 11.9% 
Average price earnings ratio 4.9 46 43 5.4 6.6 Cir? 9.9 15.4 12.0 20.8 
Average dividend yield 5.7% 5.8% 7.0% 6.4% 48% 4.2% 5.1% 3.8% 5.0% 4.2% 
Common shares outstanding (Actual) 12.9 11.9 11.5 aet 10.8 9.2 9.1 8.9 7.9 6.9 7.1% 7.0% 
Return on net assets 8.5% 7.5% 10.4% 9.0% 7.6% 5.9% 4.8% 4.0% 4.6% 3.7% 


Return on shareholders’ equity 17.9% 18.8% 19.0% 16.7% 14.2% 10.6% 8.4% 4.8% 8.3% 5.9% 
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October, 1978 


Genstar has become one of Canada’s major 
corporations in the past five years. The 
Financial Post ranked Genstar in 1977 as the 
18th largest Canadian corporation in terms of 
net income and 21st in terms of total assets. 
This is an increase in ranking during the last 
five years from 41st in terms of net income and 
31st in terms of total assets. 


GENSTAR LIMITED 
FINANCIAL POST RANKINGS 


1977 1973 
Net Income 18 41 
Total Assets 21 ei 


Genstar’s growth as a major industrial 
corporation has led to a growing institutional 
investor interest in Canada, the United States 
and abroad. 


Genstar common shares are currently traded 
on The New York Stock Exchange; the 
Toronto, Montreal, Alberta and Vancouver 
Exchanges in Canada; the Brussels and 
Antwerp Bourses in Belgium; and the Zurich, 
Geneva and Basel Exchanges in Switzerland. 
Multiple listing provides convenient trading 
facilities for investors in the major capital 
markets of the world today and means that 
Genstar shares can be bought or sold in U.S. 
dollars, Canadian dollars, Belgian francs and in 
Swiss francs. 


As of July 1978, Genstar had 13,250,000 
common shares outstanding of which 
approximately 70% or 9,275,000 are held by 
individual investors and institutions. In 1977, 
1,850,000 shares were traded with an 
approximate trading value of $50,000,000. 
Trading volume during the first six months of 
1978 has totalled 1,250,000 shares. 


The tables embodied in this presentation are 
designed to place the Corporation into 
perspective relative to the size and 
performance of other Canadian industrials. 


TABLE ONE ranks the top 50 industrials in 
terms of estimated common share market float. 
Control blocks exceeding 50% of outstanding 
shares have been excluded from this 
calculation since they are rarely traded. 
Genstar ranks 22nd in this listing. 


TABLE TWO maintains the ranking in terms of 
market float illustrated in TABLE ONE but 
highlights the 10, 5 and 3 year growth in 
earnings per share. Genstar ranks 11th in 
5-year growth in earnings per share. During 
the past 5 years, earnings per share have 
grown at a compound annual rate of 24.4%. 


TABLE THREE illustrates the annualized total 
rate of return to investors based on income and 
capital appreciation. Over the past 5 years, 
ending in 1977, Genstar ranked 6th in total 
annualized return with a rate of 16.3%. 


TABLE FOUR ranks the top 50 Canadian 
corporations including all equity capital including 
preferred shares. In terms of total equity 

capital Genstar ranks 33rd. Genstar ranks 12th 
on a 5-year basis in earnings per share with 

a compound annual growth rate of 24.4%. 


TABLE FIVE again ranks the top 50 in terms of 
total equity and illustrates total shareholder return. 
Genstar has returned 16.3% total annualized 
return for the past 5 years, ranking 6th 

among the top 50 Canadian industrials. 


Additional information about Genstar or its 
shares can be obtained by contacting: Hugh 
McAdams, Treasurer, or Laurence Karsh, 
Investor Relations. 


Genstar Limited 

Suite 4105, One Place Ville Marie 

Montreal, Quebec H3B 3R1 

Telephone: (514) 879-1270 Telex: 055-60960 
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Genstar Limited 

Suite 4105, One Place Ville Marie, 
Montreal, Quebec H3B 3R1 
Telephone (514) 879-1270 
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